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ASSETS

Current Year Prior Year
1 2 3 4
Net Net
Nonadmitted Admitted Admitted
Assets Assets Assets Assets
1o BONGS.ceoueetrererneeeeseeecsiseees st ses st sesss st sssss s ennniiens | eeesesssnesssenssseans 3,136,198 [ .o [ e 3,136,198 | ..o 13,525,289
2. Stocks
2.1 Preferred SIOCKS........cvuicicicneseessesesenesrienenennins [ e | st | sreeni e 0 e
2.2 COMMON SHOCKS.....courverrareessaeeessseeesssesessssssssessssssssssssssssssssssnsesssinss | seeessseesssnesessnnees TT0,974 | | e 770,974 | 438,032
3. Mortgage loans on real estate:
BT FIrSEIENS ...t ssennnsnenies | ereerierienens s | st | ereeni e 0 e
3.2 Other than firSt IENS..........cueviiriiieiresererenrsreneneniniins [ eeererieriesinssnsinesnssnsens | ereesiesiiesisnsssnssnssssssnsenss | ereresisesisesinesn s seenees 0 e
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less
$.....4,720,455 ENCUMDIANCES).....covrvernreerreresrnrresnnsessseresssesssnesins | cveseeesnsesesssssesnns 903,727 | e ) I— 903,727 | ooveorrererererinnne 1,112,615
4.2 Properties held for the production of income (less
R 0 BNCUMDIANCES)......vvovereeierrriseiiesisessisssissssssssssssssssssssenss | verssinsssessissssesssessssnsies | eesesssnssssonsssssssssssnssinnss | oossssessssssssossssessssssssnnsd 0 [
4.3  Properties held for sale (less §.......... 0 ENCUMDBIANCES)....cceverririrriiiiin | errereereieieensineissenseesnsne | cereesnessseneiseesssesssssnssnessens | eestesensessssssesssssssesessessens (0 O
5. Cash ($.....(6,825,081), Schedule E, Part 1) and short-term investments
(8.....337,946,748, Schedule DA, Part 2)..........ccccconmevemmreenmmeeeinseeeinnneeinnes | coseessseesesnees KR I /4 IG5 O ORRR IR 331,121,667 |.oveveererrceenne 325,831,421
6. Other long-term invested SSEIS........couiereerrieieereneneseieeee s | cereeeseeseieeeena 47,813,004 [ .o [ e 47,813,064 ..o 45,144,745
7. ReCeiVable fOr SECUMHES..........c..everiririireieeerierieirsresisssissisnienieniee [ erreriesiesnesnssnsssssssienne | seeesiesisesinesisesssmsssesenne [ seerseeseesesesenssiesseesseseae 0 e
8. Aggregate write-ins for invested aSSEtS.........cvuerriurenrinrinininsereiierninns | e 16,401,788 [ 0 [ 16,401,788 [...ccooovinens 12,373,338
9. Subtotal cash and invested assets (LINES 110 8)......ccoeuverenrnenensininiinrineens [ erereireireiens 400,147,418 | .o 0 [ 400,147,418 |..ooovvienn 398,425,440
10.  Accident and health premiums due and Unpaid..........cccoenrurerrrniinneinciiriinns [ e 2,811,207 | .o | e 2,811,207 .o 7,065,947
11, Health Care reCeiVabIES...........orrverrreereeeineesesseeeesesesssesssessssssessssseseinne | eresssseessnesessnees 5,052,659 | ....coorrreerrriiinens 381,225 | oo 4671434 | oo 3,120,337
12, Amounts recoverable from FEINSUIETS...........c.cciuiurierieiirerncinencnriniienine | erreriresisesineesnessssssessinns | eriresisesinessnnssnnennessssssiens | ereresisesssesssssssnssssesssseesees 0 e
13.  Net adjustment in assets and liabilities due to foreign exchange rates.........c.... [ e | [ e (0 O
14.  Investment income due and ACCTUEA............ocuieinrinrineinrererseneininis [ e 4888778 | ..ooeeeeeririernrieriniins | e 4,688,778 |..ooovveereriene 5,920,632
15. Amounts due from parent, subsidiaries and affiliates...........cccccovencninriiinine [ ernineineieie 12,856,337 | .o 197,585 .o 12,658,752 |..covvvveriirennnee 29,504,512
16.  Amounts receivable relating to uninsured accident and health plans............c.cc. [ e | [ e (0 O
17, Furniture and €QUIPMENL...........oovveuereerreeseeresseeessesessssessseesessssesssssessinse | eressssesssnesessnees 1,431,265 | oo | e 1,431,265 | ..ooovverrerrinns 1,730,312
18, AmOUNtS dUE frOM AGENLS........cuvereceeieiiecireireieees e seiseeseesesesneinniiein | eeressessnsssssssesssesesssssnnsnnns | eesensensinsssesssssessssssssssssnsinss | ceseessesssesssssessssensssessesan (0 O
19. Federal and foreign income tax recoverable and interest thereon
(including $.......... 0 net deferred tax @SSEE).........coovveivirrireiieeiiseisniinniiees | e | s | st 0 [
20. Electronic data processing equipment and SOftWare...........ccooovvnenenrieininins | eeeeeneeneeneiseines 2,199,915 .o 1,683,112 | oo 616,803 | 2,849,840
21, Other noNadmitted @SSELS..........ccerieririiriiriiriieiinsissiesiessesiesnennenneinns | rerneinsssesesesnesnesnne | oresnsissseseseseseseenne | o 0 e
22.  Aggregate write-ins for other than invested assets..........cooveevnninecnniinins v 3,407,163 [ oo 2,146,926 [...ccoooiiiiinns 1,260,237 | 2,368,845
23.  Total assets (Lines 9 plus 10 through 22).........ccconeeveinseeennnreensmrennnerisnerinns | coneeesseeeeesend 432,594,742 | .o 4,308,848 ..o 428,285,894 |...ocooovrienns 450,985,865
DETAILS OF WRITE-INS
0801. Security Lending COlAtEral...........ccccurrermeeerreeiirreesneeeesseeessseresssessnsneiins | ceeessseeessnseennns 16,401,788 |..ovveeeeeesereenneniisnneiinnns | cereesnnenesnneeens 16,401,788 |..covveerrrrrirnnnns 12,373,338
0802, .veeeoeeerneeessseeesseeeesseess et ss sttt sttt enentnnnstnnns | seessneestsnesss st st nnnes | sesssnssssenessssssnsssnesssnnsstns | eeesss st senees (L OO
0803, . eeeeeeerseeesseeees ettt st ss st ensntnnnstnnns | seessnnest s st st nnnes | sesssnesssanesss st snsssnnsstes | eeeesss st nenens (L OO
0898. Summary of remaining write-ins for Line 8 from overflow page.........ccccovvcveens [ rrnenninnii (0 O (0 O (0 RN 0
0899. Totals (Lines 0801 thru 0803 plus 0898) (Line 8 @DOVE)......cceurrrrerrsrrernsmmeiinne [ cvresmeresissseennns 16,401,788 | oo (O IS 16,401,788 |..coovinsrriiannns 12,373,338
2201. Contractual Settlements RECEIVADIE. ..o [ e [ erresinesnesnnsnnessesssenens | eresinesinessssssssssssesssessees (I O 892,588
2202, INVENTOMIES....eoververeeeesmeeesseessseesesssessssssessssessssssssssssssssssssssssssssssssssensssons | eesssssesssnsssessnees 1,030,080 | .eooreereeeeneeeinneninnnrns | e 1,030,080 | ..oooreeererririns 1,172,161
2203. Prepaid PENSION.........ucuureermeeeeireesneesessesesssessssssessssesssssssssssssssssssssnmessns | eeessmsesssnsssessnees 2,093,525 | ..o 2,003,525 | .o (L OO
2298. Summary of remaining write-ins for Line 22 from overflow page.........ccccoveveenee | cveernenincncneinn 283,558 | coreeeeeeeeneineineis 53,401 | oo 230,157 | e 304,096
2299. Totals (Lines 2201 thru 2203 plus 2298) (Line 22 8DOVE)......ccurrerarrrernsmmiisnne [ orreessenesssseeenas 3,407,163 [ ..o 2,146,926 ..o 1,260,237 | 2,368,845
(@) $....507,705 health care delivery assets included in Line 4.1, Column 3.
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LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.......... 0 reinsurance Ceded).........cvruurrreneeneeneineieessieenesessissseiienes | reeeienan 192,416,590 | .covevvenenereieeiirenees [ ereireieene 192,416,590 |.....ccoeene 223,967,554
2. Accrued medical incentive pool and bonus PaYMENLS............ccveeereeneneereenniinenineneieiseinnes | eereereeeeenes 30,880,314 [ ..ooveeeerereeiniinnens e 30,880,314 |...cccoeeeee 33,021,954
3. Unpaid claims adjustment EXPENSES..........cwurerrerrureereeiineeneereiseeeessssseseesessesesssssssssessesiess | eeeveeseesseeees 1,843,008 ..o [ e 1,843,008 |..cooovrirernne 1,854,578
4. AQGQregate PONICY FESEIVES.......cvruirereeereireereiseesestsseseie st sss st ssssessesssssssssssesessesiessnene | sssesessssnsans 1,145,698 [ ..o [ e 1,145,698 | ..o
5. AQQregate Claim MESEIVES. .......ocirureeireeeeereeeereiseeiecsseessae e ssessesssssss s sssssssesssssssnsssnsestesss | seeesessesesssssnssnsennssnsins | eesessssesssssssesssssnssnnsnnens | seseessssssssssessessessnnes (1 R
6. Premiums received in @dVANCE.........cccovvurieiincineinineeee e | ernesinesinees 27,116,354 | ..ooooinniinins [ e 27,116,354 |.....ccccoenee 24,681,705
7. General eXpenses dUE OF @CCTURH. ..........vurururrereeseereereeresseesesseseseseesessessesssssssssssssssesssssnnsnns | eeseessessnenes 16,320,997 | .o [ e 16,320,997 | 9,114,785
8.  Federal and foreign income tax payable and interest thereon (including $.......... 0
(on realized capital gains (losses)) (including $.......... 0 net deferred tax liability).........cocooeeeie [ rnrnirnirn [ | 0
9. Amounts withheld or retained by company for the account of others..........cccovcvevvincncnces [, 3,017,854 | .o | e 3,017,854 ..o 4,021,334
10.  Borrowed money (including $.......... 0 current) and interest thereon §.......... 0
(including $.......... 0 CUITENEY. ..ottt ssssss s ssssssssesssssssssssnnsienss | evsessssssssessssnsssnssenss | ovsssssssssssssssssssssssnsses | ersessssessssesssessssensons (O OO
11. Amounts due to parent, subsidiaries and affiliates............cocoeerrrrininininnninnrcsies [ 7,960,051 | ooeeeerenerereniieees | v 7,960,051 |.ccoverrnne. 13,186,243
12, Payable fOr SECUMLIES. ........ovueereeeeieiiecisereeeseee ittt ssestessssssesnssseniesss | eeseesseessessnssssssessssienes | sesnsssesssessssesssssnssnsenenns | oessessnsessensensssessessnnes (1 R
13.  Funds held under reinsurance treaties with ($.......... 0 authorized reinsurers
and$......... 0 UNAULHONZEA TEINSUIEIS)..........ovorvevevessiessissssssssssssssssssssssssssssssssssssssssenssies | sressssesssssssssesssssssnnss | eesssessssesssssssssessssssssinns | oossssisssssssssssssssssons (O OO
14, Reinsurance in unauthorized COMPANIES..........coverururreerneineereieieeseensessessisesesssssniseinesiesne | eeseeseesessessnsinssseesssieniee | sensessessesssessnssnssnsenens | oesessnsessessenessessessnnes 0
15.  Net adjustments in assets and liabilities due to foreign exchange rates.........c.oocovevevrininis [ [ | (1 R
16.  Liability for amounts held under uninsured accident and health plans...........ccccoovoninininins [ [ | (1 R
17.  Aggregate write-ins for other liabilities (including $.....22,611,876 CUITENt).......oovvvrmmmrrcrmncrins [eersrrreennnd 60,898,846 | ....ooosrreeinrriiannienns [ I 60,898,846 |......cccooend 66,663,439
18.  Total liabilities (LINES 110 17).....vveurrerrreeereeeessseeesssneesssesesssesessesssssssssssssssssssssssssssssessns | cosseeesnnees 341,599,712 | .oovveeeeneieeeeenns (O I 341,599,712 | .ovvverne 376,511,592
19, CommOn CaPItal STOCK.........c.oiereririreiieeineireieie ittt esesesenienienes | eeeeeenaeees ).9.9 G PR D99, T [ 50,000 | .o 50,000
20.  Preferred capital STOCK.........ocuireririeneirirrieeieeiecsese st snensnnnns | e ).9.9 G PR XXX viriinees [ | e
21. Gross paid in and contributed SUMPIUS............cceeerrurureieneineneeeeseseiseseieeseessissisessiesiees | eeereesenes ).9.9 G PR 99,9 G PR 15,603,045 |.....ccccooe... 15,603,045
22, SUIPIUS NOES.....ouceieeereiereeeieteeise ettt entesissinsnnneniens | seesessenses ).9.9 G PR XXX eiriinnes [ | e
23.  Aggregate write-ins for other than special SUrplus funds............coccocnenrnnnincninsinsincinee e ).9.9 G PR 99,9 G R 47,813,064 |...ccoovenne. 45,144,745
24, Unassigned fUNdS (SUMPIUS)..........veereremmreeesreessneeesseesssssessssesessssssssssnssssssessssssssssssssinsss | soseesssnnees )00 I R )00 T AT 23,220,073 13,676,482
25.  Less treasury stock, at cost:
251 . 0.000 shares common (value included in Line 19 §.......... 1) FSSTOSSUUN IR ).9.9 CHN R XXX viriinees [ | e
252 ... 0.000 shares preferred (value included in Line 20 §.......... (1) JSSTURUSTIUNS IRRRN P00 S P XXX riernnes [ | e
26. Total capital and surplus (Lines 19 t0 24 less LN 25).........ccoerreeenenenmenensnsenineinssensies | aeeseeisnes P00 S P 20,0, S P 86,686,182 |.....ccoo.... 74,474,273
27.  Total liabilities, capital and surplus (Lines 18 and 26)...........ccocweensereisseeensmreeisseressnsereisserinss | coseeeeenees PO S P YO S P 428,285,894 |............. 450,985,865
DETAILS OF WRITE-INS
1701. Accrued Post Retirement BENEMILS............cvcuueeeeirreermeriseeesnesessneessssessssssessssesesnssssnsess | svseeesssnnes 38,178,430 | .eoevevreeernenriisneiinns [ eeeeiineeennns 38,178,430 33,340,065
1702. Minimum PeNSion LIADIIIY..........ccu.urrreemreeerreeenneeresneessseessssseeesssessssssssssesssssessssssssnsnes | seeenseeessnneeees 108,540 | .ooveerrereenneennnriinne | ereeieeeiinnns 108,540 |..oerrererrn 8,301,206
1703.  Securtiy Lending COALETaL...........vvuuureeerereerreeeeeeeessseeesseeessseessseesssssssssssesssssesssnsssinne | sesessesnnes 16,401,788 | .vveoereerrrerernnriiinnees | eereeeeiinnns 16,401,788 |..cccervrreees 12,373,338
1798. Summary of remaining write-ins for Line 17 from overflow page..........cccoeneuernreinenineineineinns | evrereereenennn 6,210,088 | ..o (VI 6,210,088 |..cccoovrrenne 12,648,830
1799. Totals (Lines 1701 thru 1703 plus 1798) (LiNe 17 @DOVE)......cvceurererrrrresserressssreessserersssrenses | eernereeesneed 60,898,846 | ...oooosrreeinrriiannienns [ I 60,898,846 |......cccooend 66,663,439
2301, EQUItY IN AFFIIBLES. ....cvvoveeeereeesseecereeeessseessseeessesesssssssssesssssesssssssssssssssssssssssssssnnsssinnes | eeeeessneees )00 T R )00 I N 47,813,064 |..ooooorreens 45,144,745
2302, oottt et snnst i ens [ eeeseisneees )00 T R D00 GO OO DR
2303, oottt ettt ssnntneniens [ eeeeesnneees )00 T R D00 GO OO DR
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccooeevvninenensininins [ reeeenenns ).9.9 CHN R 99,9, N (0 O 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LINE 23 8DOVE).....c.urrerrrrressmressssrressssmesssssesssneiss | seeeeessseees L S P O S PR 47,813,064 |...oocooornens 45,144,745
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STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDET MONENS......ceeoerieieeieeeei et eeess st ssst st ssesss st snsssssnssssssssennsees | erssssesssees D0 R [ 6,280,413 [ 7,020,584

2. NEt PrEMIUM INCOME.. .. veeureeerreeeseeeeseeeeesseeessse st s ssssssssesss st sssssssssssssssssssssssssssssssssssssnnssins | coseessssseeens D99 S IS 1,291,669,911 [ coovvvvririeenee 1,358,762,915

3. Change in unearned premium reserves and reserve for rate Credits..........c.covvrrrenneneininineinineines | eereeeeeneeens ) 0,9 RV IR (1,145,698) |..oovveeeeeenereirereeis

4.  Fee-for-service (net of $.....16,336,677 Medical EXPENSES)..........cccvvvrrrrierernsssnessessisssssssssssssnsiens | vesssssssienns ) 0,9 RV IR (5,032,019) | .o (3,842,359)

5. RISK TBVENUE. ...ttt snissieninennenes | ereesienienes XXXerterirernenes [ e [ e

6. Aggregate write-ins for other health care related revenUES............cocoeverrinencncicencneiesiniine | e 0,0 ST [ 265,525 [ .o 2,001,322

7. Total reVENUES (LINES 210 B).....ceuuurrermereisereenneresesessesessssesesssssssssssssssssssssssssssssssssssssssssesssonssssinnes | coseessssseeens D99 S IS 1,285,757,719 | coovvvrerrceenne 1,356,921,878
Medical and Hospital:

8. Hospital/mediCal DENEILS. ..ottt sssestsssssessneniens | seesseessssneseesessestensnensenenins | ceereeesseninninees 704,708,837 | .ooovovreieene 766,788,181

9. Other profeSSIONal SEIVICES..........ouurerurirrerrereeneereieeseesessestsee s sseessssessssese s ssesssssessssssessessessessnssnnnss | eessssessnssnesssessssessessnssnessesins | coseeeesessessesensens 47874162 | .oooveieen. 64,851,467

10, OULSIAE TEBITAIS........eoeeeeereeierieeeeseeeesiseesseeess st st sssss s sesssssssssssssssnsssssnsssennssns | coesesssssnessssssssssnesssssnssssonnss | cossmesssnsnssssneees 54,188,229 | ..coovvererriinenns 61,905,781

11, Emergency room and OUE-0f-GrEa..........cuueuuurrrireeneeeineiseeeesseisesseeseseessssstssssessessesessestesssssssssessnsiess | eesessssssssnsssesssssessassssssessessns | nseseesssssssnsensens 63,184,945 | ..o 58,707,264

12, PrESCIIPHON AIUGS. ... vveuuererseeesreesireessseesssssessseesessssssssessssssssssssssssssssssnssssssssssssssssssssssssmmssssnness | cossessssssesssnsssssnmesssnnssssoness | sosessssssssssneees 216,624,519 | cooveoreeries 226,228,346

13.  Aggregate write-ins for other medical and hoSpital............cccoeuriririenriniinnrcrnnrrinnine | e 0 [ 45,006,092 | ..cooririrniin. 45,508,704

14.  Incentive pool and withhold adjUSIMENTS............ccerurirriirerere e seieseesnnnsnenes | erensssssssssesesssnsenssnsssessnssries | rseseesssnesnessens 18,638,956 | ..ovviviriisinninas 28,781,284

15, SUDOtAl (LINES 810 14)....ouveerrrerreeeesreecsieesesseestsesssssssesssessssssssssssssssssssssssssssssssssssssssnsssnmnsssnns | ooeeessssessssssssssssssssssssas (I [ 1,150,225,740 | coovvvovrrreenne 1,252,771,027
Less:

16. Nt reiNSUrANCE FTECOVETIES........cuuvueececeeieiiecseeiseieee ettt ssess st essessessestesssssessesennnss | sesestssessssssessnssnssssssssssesns | cossesesessessnssnsssnssssessessnnenns | eesessessnssnssssesenes (3,166,651)

17.  Total medical and hospital (LiNES 15 MINUS 16)........c.erurrurrureerereeineineineineireiseeensiseiseesssesnensneseinnse | oeeessesinsessseesesssssssssssees (VN T 1,150,225,740 | .cooovvvreeeenne 1,255,937,678

18, Claims adjUSIMENT EXPENSES.......cvuiuieieeieiieieeieieeise ettt sttt essestssssssssesnsenss | eesessessnssnsssesssssessasssssnsssesins | veeseeessssnsensens 12,618,879 | oo 12,441,135

19, General adminiStrative EXPENSES..........ocuriririerrireieieeeireseseesetseeeeessestsssssssessssessessssssssssssesssstessnsness | esesssssnessesesssssesssssnsssnssesins | seeseeessesnnenees 118,951,315 | oo 111,543,513

20. Increase in reserves for accident and health CONraCS...........ccovveiriirinrinrininesiecrcniniine [ esesssnns | ooriensenesess s | eeomsssesssesssesssssssssssnsssnsssssses

21.  Total underwriting deductions (LINES 17 through 20)..........ccceeeereeeermreesnmerenesessseesssesessessssnseseinne | eossessssesessssssssssessssseeess 0 [ 1,281,795,933 [ .ooiiiiiieenns 1,379,922,327

22.  Total underwriting gain or (10Ss) (LINES 7 MINUS 21)......ccvvuriurierreeereeeiineineineiseeseeessesssseneeseeseesssesssenes | oeeeeeinseneens ) .9 RV IR 3,961,786 | oo (23,000,449)

23.  Netinvestment iNCOME EAME.........c.cooriririeriirrrrresisissse st | e | onevsesnsinsiesens 7,850,193 | oo 17,488,994

24.  Net realized capital gaiNs OF (I0SSES).......cuvurrreurreeeeereiiessneereeseeeesessesssesssseesesessessessssssesssssesesnsnene | rsssssssesssssssssessssessssssssnonses | cosssassassssesssseeaas (1,302,544) [ ..o (229,377)

25.  Netinvestment gains or (105Ses) (LINES 23 PIUS 24).........ocurrururereeiineeneineireeeieeieeneisesseesssssssnsneies | seieessssssesssseesssssssssssnessenas 0 [ 6,547,649 | ..o 17,259,617

26. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered

27.

28.

29.

30. Netincome (10ss) (LIN€S 28 MINUS 29)...........cuuriuereriuriereireieiiniineereiseireieeeeisceeeeseessseesenssssssessesesiesienes | oeeeessincines P 0.9, T [T 10,509,435 |...coovvvirrinnnas (5,740,832)
0601. Management REVENUE..........c..cuuiuiucieieiieeineineie ettt st st ssessentessssssnsesss | sesessessnsennes D 0,9, GOV DU UTU ISP 1,634,700
0602. Pharmacy REVENUE. ..........reeurueresmeeessseressnessssssessseesssssssssssssssssssssssssssssssssssssssssssssssssssssmssssnnssssns | sesnssesssnnnees )90 GO IS 42,923 | 48,519
0603. MiSCEllaNEOUS REVENUE.............ouvuuvinririiiiiisiiesie e nsissississsissssnsssneenee | evevnsinsis ) 0,9 O TRNIUR IR 222,602 .o 318,103
0698. Summary of remaining write-ins for Line 6 from overflow Page.........cccocveureurenneneneneernsneseieiee | ceeerneineiees )0.9, GOV ISR 0 [ s 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 BDOVE)......ccurrersrrresseressssrrssssrssssssresssseresssssesessssssssss | sessseesssseees DS N [T 265,525 | iooisriinnriinnnes 2,001,322
1301, Other MEdICal EXPENSE.........uuveerrerermreereeessneeesssesessssessssessssssssssssssssssssssssesssssssssssssssnssssmmssssonnss | sosessssssssssnnsssssnmssssnnnsssinness | omsesssnsessssneens 39,717,930 | overrerrerrrereens 41,484,477
1302. Occupancy, Depreciation and AMOMZAtION...........c.ocurureririerinririesceeseseieeeeseeeseseissesnsnnisnns | ereeessessnsssssseesssessesnsnesnees | coseneeseesssessnsenees 2,625,653 | .o 2,650,750
1303. Net StOPIOSS EXPENSE.......cuuriueeieiieieiieiieetseieiseie ettt ssess st ssssesssestesssssnsnsnsinsss | eveesessessnsssssssessssessessnnsnesnees | coseeeenessssessssennes 2,662,509 | ..o
1398. Summary of remaining write-ins for Line 13 from OVerflow Page..........ccocewrinrunrnrninennririssinsineins | ceeeseeineineeseesesessesssssnenas 0 [ e 0 [ 1,373,477
1399. Totals (Lines 1301 thru 1303 plus 1398) (LiNE 13 @DOVE).....rveeurreerrrresssnerssssresssssrsessssresssssssssssesssssses | ceessssessssssssssssssssssssssseees 0 | 45,006,092 | ..o 45,508,704
2707, ettt £ttt esnsttennniennns | sesseeesseneses st st nnnstns | seessssnesssnnesessnnsst st ennses | sreeessssesss et sss st
2702, oottt snsstennninnns | sessseessenessssnesst st snsstns | seeesssnessnssessnnsstnnnssnnnss | sreeessssesss st sst s
2703, oottt nnsstennniennns | sessseesseneses st st ennsstns | seeesssnessnessssnnsstennssnnnes | sreeessssesss et sss st
2798. Summary of remaining write-ins for Line 27 from overflow Page. ..o | ceeeesseineeseeseieesessssesseneens 0 [ s 0 [ s 0
2799. Totals (Lines 2701 thru 2703 plus 2798) (Line 27 @DOVE). .......vuereireirieieiiiieiriieiisieisississssissisrsnnnnnes | oo 0 [ 0 [ 0
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STATEMENT OF REVENUE AND EXPENSES (Continued)
1

Current
Year

Prior
Year

31.

CAPITAL & SURPLUS ACCOUNT

Capital and SUIPIUS PriOF TEPOIING YEAI.........cureruurirririeeeereereeeeeeseesecsseese s et ees b se s s bbb s bbbt

GAINS AND LOSSES TO CAPITAL AND SURPLUS

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

Netincome Or (I0SS) fTOM LINE 30.......c.u vttt
Change in valuation basis of aggregate policy and ClaIM FESEIVES............coiuririirieneiieieie et nnes

Net unrealized capital gains and losses

Change in net unrealized foreign exchange capital gain OF (I0SS).........cururerurrirriireinrirereie ettt enees
Change in Net AEEITEA INCOME TAX.......c..riuieieeieie ittt ettt s bbbt

Change in nonadmitted assets

Change in UNAULOMIZE FEINSUFANCE. ...........cuuruuiueiueeeeseeretse e ses sttt s bbb sttt
ChaNGE iN TEASUIY STOCK.......ueuiececiciecie ettt s st s s8Rt
ChaNGe iN SUIPIUS NMOTES........eueeieciciciseie ettt et es b8 b s E eS8 bbbt es
Cumulative effect of changes in aCCOUNtING PHINCIDIES.........c. vttt ss bbb
Capital Changes:

B2.1 PAIA IN.ettretreeteeees s eees et ees s8££
42.2 Transferred from SUrPIUS (StOCK QIVIAENG)........c.cuuiurririieiereircie ettt
42.3 TranSTEITEA 0 SUMPIUS......cucuurerrerrir ittt ettt s bbb s bbbt
Surplus adjustments:

A3.1 PAIA Ittt et et e s8££ AR
43.2 Transferred to capital (STOCK AIVIAENG).........c.curirrieiiieicireiee ettt

43.3 Transferred from capital

Dividends 10 SIOCKROIAETS............cvuuieiiiric bbbt bbb
Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS...........evueuiueeeireireiecieetreere ettt ettt
Net change in capital and SUMPIUS (LINES 32 10 45).........ccuriuruririiieeireireieieese ettt ettt

Capital and surplus end of reporting year (LINE 31 PIUS 46).............cueriuriureerieieieeieeieenciee ettt enaees

...................... 71,603,370

....................... (5,740,832)

........................ 2,668,318

........................ 2,852,869

...................... 12,211,909

...................... 86,686,182

........................ 2,870,903

...................... 74,474,273

4598.

4599.

Summary of remaining write-ins for Line 45 from OVEflOW PAGE.........cuuriuieiurrirrieieincineiese ittt ettt

Totals (Lines 4501 thru 4503 plus 4598) (LINE 45 8DOVE). ...ttt

........................ 2,668,318

........................ 2,668,318

........................ 2,852,869

........................ 2,852,869
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CASH FLOW

Curre:t Year PriorZYear
CASH FROM OPERATIONS
1. Premiums and revenues collected net Of FEINSUFANCE............c.viiiiiriiniererereirei ettt sssssssnienne | onreenienes 1,293,327,281 |.coovvvunne 1,370,490,491
2. Claims and claims adjUSIMENt EXPENSES..........cvuruiurerreireetreireteeeesesieesees sttt b s st s s s stessesssssssssesessessssenens | sesesesseneens 1,196,548,792 |.............. 1,243,884,400
3. General administrative EXPENSES PAIG...........ccererurererirriieeireireeseeesseessessetsese sttt ssbs ettt sse st essesssssssssssestesssssnsssnsnnss | eeseseeneeneneens 111,745,103 | .o 110,696,528
4. Other underwriting iNCOME (EXPENSES).......cuuruurererrereeereuseeseesasssessesessessessesssssssssessessessesssssessessessessessasssessessessessassssssessessesestesnnss | cosssessesssssssssnnans 265,525 | .o 2,001,322
5. Cash from underwriting (Line 1 minus Line 2 minus LiNe 3 plIUS LN 4).........covnrurimiriinienrirsieinineineiseisesesssssssisesssessssssssssnesiens | seseeneinssinen (14,701,089) | oeovvrvecenene 17,910,884
6. Net INVESIMENTINCOME. ...ttt enisesnnsnnsnniins | revnesineinnins 9,482,640 | ...cccoovvrenn. 15,835,818
7. Other iNCOME (EXPENSES).....cuuvurerermieeereireiseeseesaeeseeseesessessesssssssssss e st st ess st es st ess s b s bsssesse st st essasssessssestessassnessssssssensesssssnsnsesins | seesessensensssens (4,352,076) | <ovvrvereeneeenne 8,698,024
8.  Federal and foreign income taxes (Paid) FECOVEIEA...........cuuierieriuririeiie et ieesssesisee ettt sssssessestessssssessssesentessnnns | aessssessssssssssssesssssnssnssnns | coresssssasssssssssssssssssesssssens
9. Net cash from 0perations (LINES 5 10 8).........curururrrrieniirrieiieieiieeineiseieesessessses s st sess st ssessessessssssessesessnssnniee | seesessensensesens (9,570,525) | .ovoeverreenes 42,444,726
CASH FROM INVESTMENTS
10.  Proceeds from investments sold, matured or repaid:
0.1 BONGS..etuoeetrmeeesseeeesseeeesseeesssseees s ess sttt nnnnnnnssnnnns | aeseeenesnnees 23,468,407 | oovvveereenne. 92,731,908
0.2 SHOCKS. .-vetueeeeseeeessseeeesseeesseeses st ee stk resn st ennstnneniens | eeerenesesnenesi e 457,039 | .o 127,580
10.3 MOMGAGE I0BNS......eeeeieeieieceeie ettt s bbbttt ss bbb estestesinntnnnnnninnse [ ereeessensentnnsee st entensentenns | reesestens st nna et ensentees
1014 REAIESIALE.......ouee bbbttt nnnnens [ e | e
10.5  Other INVESIEA @SSELS.........uuiuuiiiiiiiiic ettt sttt nnnnnienes [ ereeiesiesiesesnesnesneninne | e 1,350,000
10.6 Net gains or (losses) on cash and Short-term INVESIMENES...........ccooiriiiririeese st seesesssnnenns | ceeeesesessessssenesneaas 3,186 | e (304,063)
10.7  MiISCElANEOUS PrOCEEMS.........vueecerceeeeireiseeseesseeee e tseese sttt s st ss st st ess st s e ssensessesteniensnennsensenss | esseseesssssssanssssssssssssnssnenes | cosssesssssssennes 16,476,990
10.8 Total investment proceeds (LINES 10.1 10 10.7)......cururururirineereineireieeeeisetee e seeessessses e ssessesssssssssessssssssssesssssssnsesinssns | coeesessessnsenees 23,928,632 |..covveieien 110,382,415
11.  Cost of investments acquired (long-term only):
1.1 BONGS.vetueeetreeesseeeesee s eess sttt nnnnnnnssnnnns | seseeenesennes 14,385,047 | oo 31,610,336
1.2 SHOCKS. vvveueeeeseeeesseeeesse st ses ettt ennntneniens | eeesenesennnesinees 789,981 | oo 183,141
11,3 MOMGAGE I0BNS......eueeiieiececeeie ettt sttt s st b s estestentnnsnnnnninnse [ reeessensentnesne st entententenns [ freesestens st eneees
114 REAIESIALE. ..v.eeoe ettt nnsst s nnnnns | eeereeesenenesnees 191,705 [ oo 609,291
11.5  Other INVESIEA @SSELS........couiuuiiicrii ettt enienieenes [ erensesiesisesinennesnsnnniens | eeeeensenese s
11.6 MisSCEllaneous @pPlICALIONS. .........c..cuueeuiirrireireirieee ittt ess st ssent s sesesestensensnnnnnnnns | eereeensseeneseens 4,028,450 [ ..o
11.7 Total investments acquired (LINES 11.110 11.6).....c.ruiiurreriirireierisereiseeeesieet ettt ssestesssesssssssesestesnnne | eresessesessennes 19,395,183 [ ..o 32,402,768
12. Net cash from investments (Line 10.8 MINUS LINE 11.7).....c.ouririniiriririneinene ettt sssseesessessssssstsssssssessessessnssnnsnnnns | ceveesssssseessnsens 4,533,449 | .o 77,979,647
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
13.  Cash provided:
13.1  Surplus notes, capital and SUIPIUS PRI IN.........ccrururerirerineireieireee ettt sss et essessssssssesentesinss | oeesessesssssnessessessessesens ((0) 0
13.2  Net transfers from affiliates............covuriiiiic st nsessenssnnnenne | e 16,845,760 | ..oooovvvcrinen. 6,408,702
13.3  BOITOWEA fUNAS TECRIVEM.........vuuieeiricieir sttt nineninnnnniens [ eeensessesiesinenincsnnnnnens | ceeeeseseseesseesseessessesesnens
13.4  Other CaSh PIOVIAEA. .........veerreerueeeereeiesseeessse s seess st ssess sttt sttt ss st sssennsstsssssennssnnnsssinns | coseessssssssneees 2,532,084 | .o 4,307,204
13.5 TOtal (LINES 13.110 1314)..ceuureiiecerreeeeseeeeseeees st seses et ssss s sttt enesssssssstsnssssnesssnnssinss | aessssessssnnees 19,377,844 | oo 10,715,906
14.  Cash applied:
14.1 Dividends t0 StOCKNOIAETS PAIM..........ccuruiuririreirecireicireise ettt ettt st ens b est st essnsnnnsnsianes [ ereesessessnssnssnsessessessnntnnns | eressessessnsensssnesessessessensanes
14.2 Net ransfers t0 affiliates..........coeiiiis sttt | e 5,226,192 | .o 33,265,224
14.3  BOITOWEA fUNGS MEPAIH.......ceurercereieeeececieee ettt sttt ettt b bbbttt estessnesesnsantenns [ ereesessessnsenssssessessensantnens | cressessessnssssssnesessessessnnsanes
144 OthEr APPHCALIONS. ....ecuurveveeeeesseeeeieeeeses s eesss s sss s es st ss s st sssss s sesssssnssnennssennnss | rsessssssseesnees 3,824,329 | .o 1,598,257
14.5 TOtal (LINES 14.110 144 coeorriieeeeeree et seess s ssest sttt ss sttt nesssesssstsnsssensssnnnssssnns | oosesssssssesssees 9,050,521 | wovvvrveisneeens 34,863,481
15.  Net cash from financing and miscellaneous sources (Line 13.5 minus Line 14.5).........ccccorrrninennrnnininneneseieseneseseieies | coeessessssennns 10,327,323 | .o (24,147 575)
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
16. Net change in cash and short-term investments (Line 9 plus Line 12 plus LiNE 15)......c.ccvuureerrurreminieneeneeneieiseneineiseseiissssssneinne | ceveeseesssenseneens 5,290,246 | ..o 96,276,799
17.  Cash and short-term investments:
17,1 BEGINNING Of YEAN......ceeuuvereeeeerseresiseeesseesesseesssse s sess s s st s st ssnssssesssennssennnss | sesssssnssssanens 325,831,421 .o 229,554,622
17.2 End of year (LINE 16 PIUS LINE 17.1)......cveeureerrereeoeecereeeii et sseeetsseenssseeesssenssssesssssesssssessssssssssssssesonssesnses | aeeensseeeeosees 331,121,667 |...c...... 325,831,421
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ANALYSIS OF OPERATION BY LINES OF BUSINESS (Gain and Loss Exhibit)

10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term
Total and Medical) Only Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Other
1. Net PremiUm iNCOME. ......cuuurermeeiecieerieesi sttt .1,291,669,911 |.1,181,861,848 |....ccovvvrvvvivcns [t 63,326,385 |...oovvrererirrrnins [ | 46,481,677 |.oveeverrecrinerrnne [ [ e [ [
2. Change in unearned premium reserves and reserve for rate credit..........ooooveecncvsincnens [ i (1,145,698) | ...... (1,145,698) | ..ceveeerrirereninnes [ ererririririnins [ [ [ | [ [ e | [ |
3. Fee-for-service (net of $.....16,336,677 medical EXPENSES)..........c.vvervemervmriissiissiissirs | wieeies (5,032,019) | .vovvereeneereireiinins [ [ | [ e | s [ | e | | e | e | coeees (5,032,019)
4. RISK TEVENUE........ceuieirieciciceeee ettt sttt ssessesssstesissssnenes | reseessssssessnsens 0 [ [ e [ | s [ [ e | | e | e | s | e
5. Aggregate write-ins for other health care related revenues. 265,525 265,525
6. Total revenues (Lines 1 to 5) ..1,285,757,719 [.1,180,716,150 |....ccccorivrrncnn, 0 [.. 63,326,385 | ..o, 0 [ [ 46,481,677 | ..o [ 0 [ 0 [ 0 [ 0 ... (4,766,494)
7. Medical/hospital DENEFS...........ccourverrrierirceiieeenseeerrseeeseesesssenisesseessessesscens | 704,708,837 |....653,505,771 |..covvvvvrrrccrncrns | e 22,694,748 |...oovrvvvvrrnniins [ e | 28,508,318 | ..oucvevrerrcrinnrns [ errmnerinrneineninene [ erveeenenneeninenins | [ e |,
8. Other professional SEIVICES...........uururruriirniineireieeeisesieeiseise et ssiessssinsee | eeeeens 47,874,162 |...... 43,173,085 | ..o e 2,817,709 .o | eevereereeninenens [ v 1,883,368 |.oovrererereiiens [ [ | [ [
9. OULSIAE TEFEITAIS........ooceeerereeiecereieeeie ettt nnnnes | s 54,188,229 |...... 49,004,155 |..ovevvvvrecrnerrnne [ 3,046,333 [ ..o [ [ A KT/ I OO DOUOPOORPRTORRN [OPORPORTURRTORRTI DRRTRTRRSORTUR (ORI PRRTRRRO
10.  Emergency room and OUE-Of-8rEa...........cc.uererrremerernersmressneesensseesssensssesssessssssssssssnnee | ceeenne 63,184,945 |...... 57,991,932 | .ovvvrvvrrcircrns [ v 2,663,192 [ ..o [ erneeeneereeinneiins [ 2,529,821 | .o e [ e | e [ | e
11, PreSCription drugS.........cveemevemceeeimneeineeeseeseessssssseesssessssesssessssessssesssesssssssssssssnesnes | ceens 216,624,519 |....180,323,570 |..cccoovrrrrrirerrnne [rvenne 28,434,574 | ..ooovrnneine [ e | s 7,866,375 [ .o | evmmrneernnninnnnins [ eervneeenennniinens | evnernssneenenns [ oo | e
12.  Aggregate write-ins for other medical and hospital...............ccocemerrreernernneenncnnciscinies [ 45,006,092 |...... 37,623,431 | .o 0 | 5,652,947 |..coovnvririrnnn. (U O 0 | 1,676,103 |...covorvrercrnnnn (U O (U O (U O (U O (U DA 53,612
13.  Incentive pool and withhold adjustments............c.ccenineneienenrsereeeseseseeeine | e 18,638,956 |...... 17,859,844 [ ..o | v v | 779112 | v | | [ |
14, SUDLOtAl (LINES 710 13)..euuveeerireeirceirieeise sttt esssees ..1,150,225,740 |.1,039,481,787 | ..o, 0 [.. 65,309,503 | ..o, 0 [ 0 [.. 45,380,838 | ..o 0 [ 0 [ 0 [ 0 [ 0 [ 53,612
15. Net reiNSUranCe FECOVETIES............cccurirererierieriinrieneeiesiesssiesssessessesssenisesisessesssssssennenes | ersisssesssessnessnens (R SOUSPOUTORTOOTOVOTORS [OPOOUPOOPORTOVOTOVOTORE [POUPORTOOTOVOTOVOTORE [OPOOPORTOUOTOURTOYOTOE [OPOUOPORTOUOTOYOTOVOTOR [OPOOPORPORPORTOYOTOR [OPOUOPOOTOYOTOOTOYOTO [VPOOPORTORTOOTOYPTORE [OPOOPOVRPOOTORTOVRTO (OPOURPORPORTOYRTOYOTOR (VPORPOROPORTOYOTOYRTOR IOPOOOPOROPOPOTPRTOROTN
16. Total medical and hospital (LINES 14 MINUS 15)........c.crveerrriereneeeresreneereeeseeseesseeens ..1,150,225,740 |.1,039,481,787 | ..o, 0 [.. 65,309,503 | ..o, 0 [ 0 [.. 45,380,838 | ..o 0 [ 0 [ 0 [ 0 [ 0 [ 53,612
17, Claims adjuStment EXPENSES...........cvuuererererrerieeeierieessesisesssseessene s ssssssnnsess | ceeenns 12,618,879 |...... 11,432,896 | .covvvvrverecrnens [ v 682,562 |..veevrierrrerinne [ [ 503,421 | [ [ [ | [
18.  General administrative EXPENSES..........ccverrermermmceeirernerieeesessssessssesssssesssessssessnessssseees | ceens 118,951,315 |... 111,997,847 |..covvovvrirrirerrs | v 2,905,932 ..o [ [ 2,990,579 [ oo Jerrrrrnernncninneine [ e | | | s 1,056,957
19. Increase in reserves for accident and health CONtracts...........ccocovvvervrvnvrcncnininins s (R SOUSPOUTORTOOTOVOTORS [OPOOUPOOPORTOVOTOVOTORE [POUPORTOOTOVOTOVOTORE [OPOOPORTOUOTOURTOYOTOE [OPOUOPORTOUOTOYOTOVOTOR [OPOOPORPORPORTOYOTOR [OPOUOPOOTOYOTOOTOYOTO [VPOOPORTORTOOTOYPTORE [OPOOPOVRPOOTORTOVRTO (OPOURPORPORTOYRTOYOTOR (VPORPOROPORTOYOTOYRTOR IOPOOOPOROPOPOTPRTOROTN
20. Total underwriting deductions (Lines 16 to 19)..... .1,281,795,933 |.1,162,912,529 |....cccccrnuen0 | 68,897,997 |..covvvrirvviren0 [0 48,874,838 | ..o [0 |0 [0 0 1,110,569
21, Net underwriting gain or (loss) (Line 6 minus Lin€ 20).............ooccveverecencrrnmerncrraccriccrne | v 3,961,786 |...... 17,803,621 | ..ovvvrecrrnnn. 0 |... (5,571,612) | oovevvrrrennnn, (VI P 0 |... (2,393,161) | ovvovrvrerernnn, (VI P (VI [V P (VI P 0 |... (5,877,063)
DETAILS OF WRITE-INS
0501. Management Revenue
0502. Pharmacy REVENUE..........c.ccuuriuriiceniereireieieessieee ettt ssaneas
0503. Miscellaneous REVENUE..............cocvveeremririinreinrrnsrinnrnsrenienienisesisessennensssssssisninenes | evirerenein22,802 [ [ [ | | | | o | o, | o
0598. Summary of remaining write-ins for Line 5 from overflow page..........cccoovenenevmininineinecns | ceveiveieiseineenas [ O (01 O (01 O (V1 O (V1 O (V1 O (V1 O (V1 O (V1 O (V1 T (V1 O (V1 O 0
0599. Total (Lines 0501 thru 0503 plus 0598) (Line 5 @bOVe).........vvvuereesirerimriessresssrrssrsssrissnins | cvneeeenens 265,525 [ ..o 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 | 265,525
1201, Other MEAICAL........c. vt sessesssssssssssssssssssninee | oneeens 39,717,930 |...... 33,069,347 | ..ovvovrrrrecncrns | v 5,123,089 [ ..o [ ermrerrnerreerrneinns [ v TAT1,881 | crvcineins [ e [ [ | 53,612
1202. Occupancy and Depreciation.............ceereerereneneeneeneensiseeesssesseseesesessesssssssssssssssesiess | eeveneens 2,625,653 |........ 2,102,822 .o | e 425543 | [ [ 97,289 | e [ eerrerrnneneneiieens [ [ e | [ e
1203. Net StOPlOSS BXPENSE.......voruverrirerireererieeeseseseesisesessesssessssessssesssesssssssssssssssssnsess | ovseenens 2,662,509 |....... 2,451,261 | [ e 104,315 [ [ [ 106,933 [ oo e [ | | [ e,
1298. Summary of remaining write-ins for Line 12 from overflow page.........coooeovenevrvninicncneinees | ceveereesieeneinens [ O (01 O (01 O (V1 O (V1 O (V1 O (V1 O (V1 O (V1 O (V1 T (V1 O (V1 O 0
1299. Total (Lines 1201 thru 1203 plus 1298) (Line 12 @bOVe).......covvvenrrerirrerssrisssresssissnrsssiinns | coveens 45,006,092 |...... 37,623,431 | i) 0 [ 5,652,947 | ..o, 0 [ 0 [ 1,676,103 | ..o 0 [ 0 [ 0 [ 0 [ 0 [ 53,612
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PART 1 - PREMIUMS

UNDERWRITING AND INVESTMENT EXHIBIT

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

Comprehensive (MEAICAl AN NOSPILAI)..........c. s ittt es sttt senisnntsennnnnnes [ eeesseesesssnneseesennes 1,181,861,848 [ .oooeeeeeccrrrriie | [ s 1,181,861,848
MEAICAIE SUPPIEMENL.........ceuceecireiueiieieseiretreisei st ssirsiieiss feeteesetseesee e st essees e asees e s s £ ee b e s R eE SR £ e bR s AR e 8 4S8 e b s8R R eE bbb bR b e b e bbb s b st ee b et ses st entensnennnnnnntenns | sesssseesessesssessensanenea 63,326,385 | .o | et | e 63,326,385
DIBINEAI ONIY..... ettt sttt ssiee f4eebebssesesesseeseesee R e e eE S EeeE e SR s LR R eE R SR e£ bR AR R SRR RS A AR R4S E A £ R R AR bbb s R st st st e s st st s tentntnnnntenants | sesestesssstessesestestensnntensessentententannns | sesesueeessestessessnesneesestestastnnnnsense | setetiessess st estnesessest st antestns e snentens | nessessestest et b sttt nes 0
VISION ONIY.c... ettt ettt ss s st sbssissiies fbeebsetseesesesseeseesaesseesee s sEeeEeeEseEseEseE R SR eeE e e R s LA e AR SR eeE LR AR R eE R4S E e b AR R AR e bbbk b s b st st st e s st st st ententnnnntesants | sesestesssstnssesentestessnesensessentententannne | sesesuesesestesteseneteeesestestantnnnessense | seteeiessessestestne s st st entestneessentents | nessessesteee e s sttt nes 0
Federal employees health Denefits PIan PrEMIUMS. .......ccciii ottt s bbbt b bbb st st enssstnsnnnntenns | sesseneesessesssessensenanena 48,481,877 | oeeeeecrereieseineinenenseessnennnes | rereeinstneises s | e 46,481,677
THIE XVIIT = IMBAICAIE. ....cveveeveeeceeaeeieesis st sriiise eeesaeesssees s es s es s R8 88888 s et sbisenisnntnnstnnns | seeesssesstssess et ennt st snsssnntenn | seesiseeet st ettt nnntes | ceeeeet sttt

THE XIX = MEAICAIA. ...t ssesisesiise eebtseess e ss st s s s s 88888ttt sttt nennnnntenns [ ereesssne st ens s ensenns | sresesees st ness st nes st enntes | ersseees ettt enntnne | et 0
OFNBT ettt sttt erine | eekekesseeseeseesesE et eE e R e AR oA RSt eS R e AR AR R eE R4S E SRR AR R eEE R R £ R AR EeeE e bR RReREee st e bseeententensantensenentententneneenenenens | eeserieseesesneisnsenssnssnssessnnssntensenssnsens | eneenssssessessensensanssnsensensenssnssnssnniens | fassessessensenssnssnsnssensensenssnssnnensenans | foesiesiensssessseeensent st s enteneas 0
Lo OO PO O pPO OO pPOPoP PR FESOTOOPOPPP RO 1,291,669,911 [ 0 s 0 o 1,291,669,911




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

Total

2

Comprehensive
(Medical
and Hospital)

3

Medicare
Supplement

Vision
Only

6
Federal
Employees
Health
Benefits Plan Premium

7

Title
XV
Medicare

8

Title
XIX
Medicaid

1.1
1.2
1.3
1.4

. Payments during the year:

Direct....coveierireieiinen.
Reinsurance assumed....

REINSUFANCE CEAEB. .....veivieiviecicte ettt bbb

Paid medical incentive pools and DONUSES..........c..c.eieiuiureieiieeinene e sseees

Claim liability December 31, current year from Part 2A:

3.1
3.2
33
34

Direct....coveierireieiinen.
Reinsurance assumed....

REINSUFANCE CEAEB. ......vuveieiviecictee ettt

Claim reserve December 31, current year from Part 2D:

4.1
42
43
44

Direct....coveierireieiinen.
Reinsurance assumed....
Reinsurance ceded

............ 1,163,137,748

............ 1,163,137,748
................. 20,780,596

............ 1,029,243,649

............ 1,029,243,649
................. 19,886,640

Accrued medical incentive pools and bonuses, CUMTENt Year............ovcurereneeneeneireeeeseeneeeeeneens

Amounts recoverable from reinsurers December 31, CUTENt Year...........cocueeririeneeneeneieeeineenes

Claim liability December 31, prior year from Part 2A:

71
7.2
7.3
7.4

8.1
8.2
8.3
8.4

Direct....coveverireieieinn.

Accrued medical incentive pools and bonuSES, PriOr YEAI............o.ererururreeeeneeneireieeeeeeseeeeeeens

. Amounts recoverable from reinsurers December 31, Prior YEar..........cocvcveueerineeneeneereereesneeneenes

. Incurred benefits:
11.1 DireCt...cocvviercreeercienns
11.2 Reinsurance assumed....

11.3 Reinsurance ceded

1.4 Netoois

._Incurred medical incentive pools and DONUSES. ........ccrereiruriririesiisei st

............ 1,131,586,784

............ 1,021,621,945

................. 18,638,956

................. 17,859,844
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

. Amounts withheld from paid claims and capitations:

31 DIMECL. ..ottt
3.2 Reinsurance assumed....
3.3 Reinsurance ceded.

A1 DIFEC. ..ttt ettt
4.2 ReiNSUrANCE @SSUMEM........ccuuieieierciseieiseeseeesete ettt nenaen
4.3 ReINSUIANCE CEARM. ... eieiecerie ittt
A4 NBL. ettt

......1,646,237

.................. 7,120,167

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Health Title Title
(Medical Medicare Dental Vision Benefits Plan XV XIX
Total and Hospital) Supplement Only Only Premium Medicare Medicaid Other
. Reported in process of adjustment:
11 DIMEC. . veeeeeeercreeiecinerieeisseseesissessensesssesssssssssesssssssssssssssnsssssnsssssssssnssnssnssssees | ovseesrseenneen 30,087,780 | oovivvecerns 27,307,344 e 1215419 [ [ [ 1,093,576
1.2
1.3
14 NEbooceeesessessesssstssssssssesssesssssssessssssssssssnssnsnonnsines | o 30,087,780 | eovierecinns 27,307,344 | 1,215,419 |, (O OO (U PO 1,093,576
Incurred but unreported:
2.1 DIFECL. .ottt | e 148,387,461 |....cccovvenn. 136,403,448 ..ot 6,430,818 | e | s 5,553,195 [ .orveiererrrrcrnninneins [ [
2.2 ReinSurance asSUME............occeveremierienneereennisnsiesiessssissiesisesesssnssnssssesnesnesinees | onsssissesnesesinenone0 [ oo | e | seeiessessesnssnsnsnnsnns | erresinessnesnennssssnninns | e | s [ s | s
................................ (O OO (| JSSTESRRRORROOPOIN 0 N OOOPUPTORPORPRURTORRPOO | R DOOPOOTRTRRRRRRRROON
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCI

Claims Paid

Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (medical and NOSPHAI)............verureemreeirerrriiereserieesier ettt sssssessssssnsssenns [ eeeeessesesessessesens 149,036,665 | ...ccoovvrrrcriricrins 880,206,984 | ..o 31,333,601 | v 145,845,173 | oo 180,370,266 | ...vvverercrirerins 184,800,479
2. MediCare SUPPIBMENL........c.uvereerecererieeeseeise sttt ettt esst s s snnssessssenssnsnnessnnnes | eeseisesesessesnssssnees 6,228,251 ..o 56,542,348 | ..o 331,020 | 7315217 s 6,559,271 | oo 5,107,333
3 DENLAL ONIY...eieceecec ettt bbbttt ettt en bt nennenteniantenienss | seesesessessestestssesssess s entesisntnnnne | sebesteseseestessessentsssesentessentantne | ersessessesteeseeessestentantensensentestee | srsessessestentassnesesessestentassnennsins | seeeeesessess sttt ententas O RO
4. VISION ONIY....ooiteitceieei ettt s ek n bbbt nt st st entnnnnnntenins | srestessnsissesententenesesenesententes | sesessessentesssseessessestestssnsententes | sbeessessestestassnessesessententsssnsnenies | sueeeesessessestnnssssesestessestennnnins | seeeeesesess st sttt O RO
5. Federal employees health benefits plan PremiUums..........c..vvueceerirceerseeseesees s | oeesereseesssssensssenees 8,236,795 ..o 37,630,108 |..ooeoerercrirrerierennne 1,256,500 | ..veoureerecenenierreens 5,863,668 |....ccorreerrrirerinens 9,493,295 | ..o 8,385,346
B, THIE XV = MEAICAIE. .....oocverecereeiiceieeessesieessees sttt sttt ssss s st esnissntssnnnens | eesssnsessssesnnsseesesans 25,147,401 | oo [ e 377,803 | oo [ e 25,525,204 | ..o, 25,525,204
T Title XIX = MEAICAIT. ... veeovereeeecrisceicisesieeeseess st sess sttt sttt ssssesssssssssstssssssnssnsssennsns | oresessesssessssessnsssssessns 55,584 || 93,608 || e 149,192 [ 149,192
B DTttt ennte s nnnnenns | rereeeee et | aereene s 53,812 || s | e 0 s
9. SUDHOLAL ettt snnnnnne | s 188,704,696 [ ..o 974,433,052 | ..o, 33,392,532 [ .o 159,024,058 | ....ovviisiriiiiins 222,097,228 | ..o 223,967,554
10.  Medical incentive pools, accruals and diSHUISEMENLS............c.creurerrerriceieeieesiseresess s sssssesissesssnnne | errsessssessssnesssseeees 20,780,596 | .o [ 7,899,086 ..o, 22,981,228 |, 28,679,682 |...ooiiiiiriiininnns 33,021,954
11 OIS ettt | sessesessessns s 209,485,292 | ..o 974,433,052 | i 41,291,618 | .o, 182,005,286 ..250,776,910 | .o 256,989,508
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢

(000 Omitted)
SECTION A - PAID CLAIMS - GRAND TOTAL
Net Amounts Paid
Year in Which Losses 1 2 3
Were Incurred 1998 1999 2000

1. 140,001 | oo TBA2 | 3,468

2. ...785,939 ) ...10,212 ,

3. 1999, ettt sttt es sttt saestententnsesessesssnsensenssssessesssnsensenninnienies | eesresieseeseessessens e KKK e reseniniies | eevesies s 874,615 | .o 157,339 | oo 7,295 | o 2,343
4. 2000ttt ettt sa sttt ssentenses s sansessensensensensnsensensenssnsennsnneeniens | eeveeeereeseesessens e XX K re s eerrenenenins [ ereeresesies e XXX coeieereeeeeeies [ e 947,433 | oo A £ T U 9,961
B 2007 ettt ettt ssensentntn s seenaessentensnsessessenssnsennsensenienie | eesresieeeeseesseseen e XK e esenenien | e XXX ooeieeeeeeeeeiee [ e XXX ooeveevrviereeieeiee | e 1,035,933 | oo 175,555
8. 2002t ee e ee et es s s s eseen s e seensensensssessesaesssnsensnsessessessessensenssessesessscsenseeseeniesies | eereerierieereereereerses KKK ereererererenerons | evresreereseeriesrersans )8, SN P )8, SN P XXX vvreeererercerie | oo 974,433

SECTION B - INCURRED CLAIMS - GRAND TOTAL

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

Year in Which Losses 1 2 3
Were Incurred 1998 1999 2000

e PTIOT .ttt Rttt nnnene | et {10 R 8,964 .o 3,533

2. 1998, RSttt et nsnnnnennee | et 951,271 [ oo 139,516 | covereecereeeeerreeeeeeeienes 11,051

N 1 OO OO PT PP OPOSPUSV IROPURPTRRTORROTD, 0.9, CHOTOO OO [SOPO PO RPN 1,056,464 [ ..ooooovoenne 162,901

4, 1,157,349

LTS 0 OO OO OO OO PTOTPTSSSTSTPSRTOPOUPPSSPOVN [RSVSTOPORPRPIROTD, .9, CHOVSPURRTURRIURRTORVIR [OTIUSTRTURTPROIED. . 0, COSTURIURRTURRIVR PUSSURTIRRTORRTURRTINY ¢, 0, GOSN BTSN 1,219,590 [ .o 203,551
L0 OO OO pOTO PO PRSPPSO PP PPPPO PP FFSOSTUROPTORPORROOOTD. 0,0, CORVOTORRTORRTORRSORVRE [OTIVRROORPRIORTIURIITD o, 0, CORTURRIVRRTYRRNORRR FUPTORTIRTORRTORTIND 0,0, CORTVRRNORNRRSPRRP DYOTROTOROPR RPN XXXt | e sesseenens 1,133,457

SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTA
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1. Priorto 1998.......ovvvvevrecincrineinne [ v )90 GO ST LIS T TSR DN )90 GO ST 185 |t XXX s [ [ e | e 185

2. 1998 | e 980,414 | oo 929,501 [ .ovvoeererreerrernnrneenen | e 0.0 | e 929,501 [ ovvoererernrrrneeeenen A8 s [ | e 929,501

30 1999, [ 1,100,666 |...ocvorcrerciines 1,041,590 | oo | e 0.0 | 1,041,590 | o948 [ 10T OO RRRURI ISR 1,042,158

4, 1,208,889 | ..ovirrrerirn 1,128,870 1,128,870 , ...1,133,699

5. 2001 [ 1,358,762 |..ovvvorecreiciinns 1,211,486 | oo 13,708 [ oo 1A [ 1,225,194 | o902 | e 27,996 | oo K 1,253,509

8. 2002......ccirreierieererneres [ 1,290,524 | oo 974,433 | .o 11,094 [ 3 I 985,527 | oo 164 | i 159,024 | .o 1,524 [, 1,146,075

7. Total (Lines 1 through 6).......cccccveee [ vrrnnienns )0 T IO 5,286,065 | ..o 24802 |...... )0 T IO 5,310,867 [ ..ooooeee XXXt | v 192,417 | 1,843 [ 5,505,127

8. Total (Lines 2 through 6).......ccoccvnee | ornriiniinniiininenns 5,939,255 ... )0, T PR )0, T PR )0, T PR D0, P PRI 0.0 SRR IR )0, T PR )0, ST PR S0 S
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢

(000 Omitted)
SECTION A - PAID CLAIMS - HOSPITAL AND MEDICAL
Net Amounts Paid
Year in Which Losses 1 3
Were Incurred 1998 2000
1. 120,390 |.oovveerecncrrnernernerreeeenn8,992 e 3,292
2. WB72,113 e 107,004 | 9,034
3 1999ttt snstsns s snsnnnnsnnnnn | e KKK nnensnennnenniens | rseernessennessssnessnnneene AT 192 [ 127,391 | 8,011 L 1,758
OO OO OO PSPPSRSO RPN (OPIURTRIRTOTITD 0.0, CHSTURRTURRTORRRURRRIE VPTORPIUTRRRRTIND 0.0, GO SOT BT 780,015 [ oo 135,784 |t 7,541
oS0 OO OO O OO PSP ROTOSTURPTORSPURPPSRSTORN USSR 0,0, SRRSOV IVSTORRTRRTORTURITD, 0.9, SRR OO IO XXXt [ oo 854,542 | oo 139,088
B, 2002, ..ot snnnsnnsennnnnses | eonssesensssnessnesss KK erssnenssnnssnrnrssnnns | cnsresenenssnssssnssees o KAKessenessnnsssnnsssenens | sesssssesssnessssessees )OS SR PR XXXt [ oo 880,207
SECTION B - INCURRED CLAIMS - HOSPITAL AND MEDICAI
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
e PTIOT ettt Rttt nnnens | s 125,193 | v £ T O 3,344 | 397 s 181
2. 1998, Rttt nnnennee | et 813,663 [ .o 3875 | L T O 1,360 oo 468
B 1999, Rttt ennnnnnneree | e XXX erriieeemernmernnees [ e 894,702 [ .o 131,849 | oo 10,289 | 2,228
4. 200000ttt nnnieen | e ). 9.0 SRR PR XXXt [ oo 948,256 [ .ovooceee e 164,088 | oo 12,084
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXX vt | ceeeeeeeeeesisseeseesienens 1,008,431 [ oo 165,408
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXXt | e sesseenens 1,026,052
SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICA
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1. Priorto 1998.......ovvvvennveincrinncinne [ errvererneneee XXX [, L2 SOOI DRSRTINY 0, 0, SRR IO 181 | XX [ [ | e 181
2. 839,652 789,651 789,651 789,651
3. 937,949 ....876,352 ...876,352 876,822
4. 2000........ceenen [ e 1,005,717 923,341 923,341 927,884
5. 2001 [ 1,136,608 | .vveoeecricinnnn 993,630 | oo 12214 | 1.2 [ 1,005,844 | o885 | 026,320 [ 301 [ 1,032,465
8. 2002......ccirreierieererneres [ 1,180,716 | v 880,207 | ..o 10,035 [ 3 I 890,242 | ..o, 754 | s 145,845 | .o 1,398 [ 1,037,485 | oo 87.9
7. Total (Lines 1 through 6).......ccocccrves [ oriserennnns D0 T ISR 4,463,362 | oo 22,249 | D0 T IR 4,485,611 | .o D0, RN [T 177478 | e 1,699 [ 4,664,488 |.............. XXX oo
8. Total (Lines 2 through 6).......ccoccvnee | ornriiniinniiininenns 5,100,642 |....ccccco.... .0, R IR 0.0, I IR 0.0, RN IR .0, N IR .0, N IR .0, RN IR .0, T IR .0, R IR XXX oo




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID CLAIMS - MEDICARE SUPPLEMEN1

Net Amounts Paid

Year in Which Losses
Were Incurred

I T o

SECTION B - INCURRED CLAIMS - MEDICARE SUPPLEMEN!1

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

SIN'CT

Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
110 OO0 OO OO OO OO OO OO OO PP SO VR POPTOOT OO 4796 |t 310 | o A8 | e I OO 4
2. 1998ttt nnnt st nnnnennssnnnnns | deeeeesnesst et 31,041 [ 3842 [ 3 | s G510 OO 27
B 1099ttt st nnnst st nnnsns | cereeeeeesennsees XXX eoirrevirmmrrinneeins | e sessseses 27,937 [ 3372 [ KT T 104
A 2000000 veeueeesseeeese et ses s s R R ens b nebssess st snennennniens | seeseseneessnnsesinees D99 SO DR XXX eorrreeirmrriinneeins | e ssssens 32,072 [ AA06 | 591
B 2007 eeeeeeteees ettt st snnst st s | cereeeeeesennsees D99 SO DR D99 SRR DR XXX eoirrevirmmrrinnneeins | s sesssesens 33,578 [ 5,833
B 20002, ettt Rt | oesnesesssenessnnseaas D00 TR DO D00 TR DO D00 TR DO XXX orrrernrressnrnnns s 63,857

SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMEN

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

Total (Lines 1 through 6)..................
Total (Lines 2 through 6)..................

©® N o o K~ 0N




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID CLAIMS - DENTAL ONLY

Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002

I T o

SECTION B - INCURRED CLAIMS - DENTAL ONLY

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

oact

Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
PIIOT ..ttt enenenss | seesiesiesie st eninnnns | sreeensiensi sttt snsennens | reriesie st nsenniens | crineriesien e eninnins | et
2. 1998ttt nnnennne | sttt 3,082 [ | e || e
B 1999, Rttt ennnnnnneree | e )00 SRR DO TA13 s 261 [ [ e
4. 200000ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONL'
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

Total (Lines 1 through 6)..................
Total (Lines 2 through 6)..................

©® N o o K~ 0N
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢

Year in Which Losses
Were Incurred

I T o

(000 Omitted)
SECTION A - PAID CLAIMS - VISION ONLY
Net Amounts Paid
1 2 3 4 5
M_Q_M ; 1999 2000 2001 2002
| | | —

SECTION B - INCURRED CLAIMS - VISION ONLY
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
R 1 OO OO O OO PE OO PPRUOTIURRPPPPVPR VOOV . WO O B roverres O VPO OO PO OO U OOV PP PO T USSR
2. 1998ttt nnnnnnin | e - OB L [ [ s | s
B 1999, Rttt ennnnnnneree | e XXX trirevinerinmernnees [ || e | sttt
4. 200000ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)..................

Total (Lines 2 through 6)..................




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUN

Net Amounts Paid

Year in Which Losses
Were Incurred

I T o

SECTION B - INCURRED CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUI

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

34°¢T

Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
110 OO0 OOO OO OO o OO OO P SOVE POPTOOT OO 3656 [ YL OO L2 T N L OO
2. 1998ttt ettt nnnn s | st 21,535 [ 3315 [ K £ T OO A | e 24
B 1099ttt st nnnst st nnnsns | cereeeeeesennsees XXX eoirrevirmmrrinneeins | e sessseses 26,055 [ oo 5,058 [ .rieeeeeeereeeeee s 288 | e 91
A 2000000 veeueeesseeeese et ses s s R R ens b nebssess st snennennniens | seeseseneessnnsesinees D99 SO DR XXX eorrreeirmrriinneeins | e ssssens 37,556 [ oo 8,899 [ 629
B 2007 eeeeeeteees ettt st snnst st s | cereeeeeesennsees D99 SO DR D99 SRR DR XXX eoirreeirmmrrinneeins | e ssssenns A1,866 |t 8,750
B 20002, ettt Rt | oesnesesssenessnnseaas D00 TR DO D00 TR DO D00 TR DO XXX rrrernrresnrnnns | nseeesssseessssessssssssenes s 43,494

SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIU

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

Total (Lines 1 through 6)..................
Total (Lines 2 through 6)..................
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

AX'CT

(000 Omitted)
SECTION A - PAID CLAIMS - TITLE XVIll - MEDICARE

Year in Which Losses
Were Incurred

Net Amounts Paid

1.

2.

3.

4,

5.

6.

SECTION B - INCURRED CLAIMS - TITLE XVIIl - MEDICARE
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
e PTIOT ettt Rttt enennns [ ettt 10,665 | .oooceeeerreeriereseeseeeeneeesieeens 258 | 13 [ s 3
2. 1998, Rttt nnsnnnnne | et 73,765 [ 17125 o B33 | 204 o 114
B 1999, Rttt ennnnnnneree | e XXXt [ 94,304 [ 21,002 [ B17 e 384
4. 200000ttt nnnieen | e ). 9.0 SRR PR XXXt [ oo 132,795 | oo 29,086 [ 1,467
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXXt [ oo 137,915 | oo 23,560
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e
SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIIl - MEDICAR
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

1.

2.

3.

4. 2000........cenee | e 123,679 | coovvevcrireceinenns 128,313

5. 2001 | e 138,596 [ oo 141,862

8. 2002......cirriieneererienerinne ||

7. Total (Lines 1 through 6).......ccocccrves [ oriserennnns D0, RN [T 443,330

8. Total (Lines 2 through 6).......ccooccvee | coovvennniiniinini 434,072 ..o, XXX




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID CLAIMS - TITLE XIX - MEDICAIL

Net Amounts Paid

Year in Which Losses
Were Incurred

I T o

SECTION B - INCURRED CLAIMS - TITLE XIX - MEDICAIL

Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year

IX'CT

Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
P IOT ettt ettt ettt et ettt et et et et st st et et et et et et et eteteteeee st s s s nnnenenenenenensnsnsnsnsnsnnninins | et TATE | e B9 e | s R TR
2. 1998 Rttt ennns | et et TA26 e 1211 | e 22 | e 55 | e 26
B 1999, Rttt ennnnnnneree | e )90 SO DO 9,898 [ e 1,216 oo 142 [ s 10
4. 200000ttt nnnieen | e ). 9.0 SRR PR )90 SO DO 8,670 [ 550 | 13
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXX erroierenserinnerinnnn [ e

SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAII

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

Total (Lines 1 through 6)..................
Total (Lines 2 through 6)..................

©® N o o K~ 0N
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIM¢

(

000 Omitted)

SECTION A - PAID CLAIMS - OTHER

Year in Which Losses
Were Incurred

Net Amounts Paid

I T o

SECTION B - INCURRED CLAIMS - OTHEF
Sum of Net Amount Paid and Claim Liability and Reserve Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 1998 1999 2000 2001 2002
e PTIOT ettt enntnnnnnnnens | ereeeeess st 121 [ [ e || et
2. 1998ttt nennnnnnnes | TT9 o T4B [ s [ e |
B 1999, Rttt ennnnnnneree | e )90 SO DO 2,155 [ 143 [ [ e
4. 200000ttt nnnieen | e ). 9.0 SRR PR XXX eviivvinerinmeeinies [ e || sttt eees
B 2007 ettt Rttt snnnsnnneres | e ). 9.0 SRR PR ). 9.0 SR PR XXX tvtriveinerinnernnnes [ ermeeeeeineesesnsesessesssesnssnesns |
B, 2002, Rttt nnne s | coeseessss e )00 SR PR )OS SR PR )OS SR PR XXXt | arresseissnssssss s 54
SECTION C - INCURRED YEAR CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHEI
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
1.

©® N o o K~ 0N

Total (Lines 1 through 6)..................

Total (Lines 2 through 6)..................
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Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Other
POLICY RESERVE

1. Uneamed PremiUm MESEIVES..........cciureeereereeieeineeeeseesssseesssssesssssessessessssssesssssssssesssssssssssssssesenss | sesnsssssssesenes 1,145,698 |..coocovveenee. 1,145,698 | oo v [ e | s | e | e | seeseeee s

2. Additional policy reserves (a)....

3. Reserve for future contingent DENEILS...........coeririireiriirciiceecsere s sssssnseeniee [ ereeesreesssineeee e 0 [ [ | e | reeeneesse e | eereeresesesnsnnssesesienies | seeneisesesestesinsnsssennenss | ersteeeneeesessssiss e | e

4. Reserve for rate credits or experience rating refunds

(including $.......... 0) for INVEStMENt INCOME..........orvvverieiiieeiseississssssssssssssssssessensssnnens | e, 0 [ | e [ e | [ e | | e | e,

5. Aggregate write-ins for Other POlICY FESEIVES.........ccrururiiirierereeieeseineeseeseiessesseseisseseseseninns [ ersrenessissessese e 0 [ 0 [ 0 foiis 0 fois 0 fois 0 fois 0 fois 0 fois 0

B, TOHAIS (GrOSS)...vverererrrrrmerssersrresseessereseesssesseessss s essssessesssessssesssessssssssesssssssssssnessssnnnse | oneesneesnenns 1,145,698 | 1,145,698 | ..oovocenne, (O DO (O DO (O DO (O DO (O DO (O DO 0

7. ReINSUrANCE CEURM. ...t se s snsisnsssssninnee | eeriesesess s senesenessiens 0 i L | e | e | consesssensssnessnssnsnnnnes | sosnseenseenssensenssnnsninns | consenseesssenssenssenssnnnies | sressensens s s senssssi

8. Totals (net) (Page 3, LiNE 4).....vvueireiiieieiissie s sssesssssssssnsssnsssssssssssnssssss | eossessssssesenes 1,145,698 |..ovienn. 1,145,698 |, (O P [ P (O PO [ P (O PO 0 [, 0

CLAIM RESERVE

9. Present value of amounts not yet due 0N ClAIMS...........ccoeviereirririnirrcseeeeeesesernnins [ o 0 [ [ | e | reeeneesse e | eereeresesesnsnnssesesienies | seeneisesesestesinsnsssennenss | ersteeeneeesessssiss e | e

10.  Reserve for future contingent DENELS...........c.euriuriiriireircieieccree e [ ereereeeneeneine e 0 [ [ | e | reeeneesse e | eereeresesesnsnnssesesienies | seeneisesesestesinsnsssennenss | ersteeeneeesessssiss e | e

11.  Aggregate write-ins for other Claim reSEIVES............couuririierienereeeseesese e e 0 [ 0 [ 0 foiis 0 fois 0 fois 0 fois 0 fois 0 foi 0

12, TOLAIS (GIOSS)...uveruvererercermerieeeseeeseess s eess st sttt nissssssnsnsnne | ceesneessneesssensnnessnenens (O DO (O DO (O DO (O DO (O DO (O DO (O DO (O DO 0

13, REINSUrANCE CEARM. ...ttt | sneesenes 0 i L | e | e | consesssensssnessnssnsnnnnes | sosnseenseenssensenssnnsninns | consenseesssenssenssenssnnnies | sressensens s s senssssi

14, Totals (net) (Page 3, LiNE 5)....cveiveiirricisissiis s ssnsssssssnsssssssns s | eeessesssssssnesssesssnens [ P [ P (O P [ P [ P [ P [ P [ P 0
0501.
0502, .ottt ettt snnnnnnnne | e 0 [ | e [ e | [ || s | e
0503, .ottt ennnnnnes | e 0 [ | e [ e | [ || s | e
0598. Summary of remaining write-ins for Line 5 from overflow page...........ccocveenenrnrnnnneinineinniieinees [ e 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0
0599. Totals (Lines 0501 thru 0503 plus 0595) (LiNe 5 @DOVE).......cvverirrerieresrmsrssesssnissesmesssesssmssssrsssnsnnns | eossssssssesssesssesesssesans [ P 0 [, 0 [, 0 [, 0 [, 0 [, 0 [, 0 [, 0
1101.
1102.
1103, ettt nnnnnns [ ereeees s 0 [ | e [ e | [ || s | e
1198. Summary of remaining write-ins for Line 11 from overflow Page..........ccoeueerenrunenensiinineinsieiein [ e 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0 [ 0
1199. Totals (Lines 1101 thru 1103 plus 11911) (Line 11.@D0VE)......cvveirerinrrireririermscriscriserissrsssnessennes | (O PO (O PO (O PR (O PR (O PR (R PR (O PR 0 [, 0
(@) Includes§$.......... 0 premium deficiency reserve.




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES
T

2 3 4
Claim General
Adjustment Administrative Investment
Expenses Expenses Expenses Total
1. Rent($.....2,393,558 for occupancy of own building)..........ccceerreeenmmerermmmrenmmmriinies [ ernreeesnnenesnneeaens 623,188 |..cooverrrrriiinens 3,282,514 | .o | e 3,905,702
2. Salaries, wages and other benefits............coerrrinnennnnesessnnsnenees | e 10,176,718 [ .o 68,472,719 | oo 201,781 | .o 78,851,218
3. Commissions (less §.......... 0 cededplus §.......... 0 @SSUMEM)......oorvvrrirrerriieriiieriiiens [ erveeirsesisssisnsieessensiienns | cervivessssssis 25,118,724 | oo e 25,118,724
4. Legal feeS and BXPENSES. ......ccvrureririirieneireieeseessissessiseseesesssstessssesessssesssstessnsenns | seessesssssnsesesesessesssnteenins | reiieeesesieseseennees 9,381 || e 9,381
5. Certifications and accreditation fEes............cocuviuiernrneinincnnnneiieiinins [ e | s 15,508 | .o | e 15,508
6.  Auditing, actuarial and other conSUlting SEIVICES..........ccveureurerrenrnenerricieiinrineinees | cereeseeneiseiseesneenees (8,143) | e 5215494 | oo 30,485 .o 5,237,836
7. Traveling EXPENSES.......ccviuiurereireieneeneereieesesessesssstsesssesessessesssstssssssssssessessssssssnsnns | oeesessssssssnssnssees 76,958 .o 1,367,986 | .oveveeeerereienn 6,956 | ..corrriirrinenns 1,451,900
8. Marketing and @dVertiSiNg...........oueeeureriririiniineireieieenei st ssessisssessneninns | eeereeesiesenensses s | s TATT857 | oeereiereincineins e 1,477,857
9. Postage, express and telephone............cc.eeerienenencieinineneseseeessnsseneneieeiees | e 11,295 | 5445955 | ..o 956 .o 5,458,206
10.  Printing and Office SUPPIES.......ccuevureierreeireireineinereireseiseineiseiseieessssisesesssesnnes | reeeesessseeneeeeeens 40,677 | 1,896,025 | oo 869 ..o 1,937,571
11. Occupancy, depreciation and amortization..............cocreueererrnenrnrsnnnenrisies | v 132,338 [ 650,037 | oo 15,864 |..oivieieenes 798,239
12, EQUIDMENE. .ottt ssessssssssssesssssessssssssssssssssssssssssssssnsssinss | eesssssessssnessssnesssnnssssnnees | seesesssnessssensessns 265,813 | oo [ 265,813
13.  Cost or depreciation of EDP equipment and SOftWare...........ccoceueenenenensiniiniiniines | eeveereiieeeeseineins 537,562 | 1,654,233 | oo 8,196 | ..o 2,099,991
14.  Outsourced services including EDP, claims, and other SErvices.........ccooeovnininis |eneneineireesieneenas 438,871 | 8,484,579 | .o 19,279 | 8,942,729
15.  Boards, bureaus and assoCiation fE€s...........ccccvrnrniiniiniisiieneneineineisiinns | et 7,540 . 483,530 | .o 2,406 .o 493,476
16.  Insurance, except 0N real EStALe.........cccovverrrrrireernesenreeeeenesessesennnnines | e | e 1,091,712 | e 158 | 1,091,870
17.  Collection and bank SEIVICE Charges...........ounrurereieneeneineireeeeneineseneisesssnsnninees | eeeiseneisseeesssssssneiesieess | eneeneesesesssensenns 260,999 | .o s 260,999
18.  Group service and adminiStration fEES...........ccorurirrrrniirernirneiennnrnsineiies | rerirensiesnsnsiesesnsnennns | eeeeensinsnessssesnsnnnens | st | et 0
19.  Reimbursements by uninsured accident and health plans...........ccccoccvennininiis | ririinnrieinnneinnis | eereneesssssssnseies | eesisensinsesssssssssnssiesiesss | ceeeesesessesssssnsseesssessens 0
20. Reimbursements from fiscal iNErMEIANES. ............cccvvrvirirniiniieieicieinciininiiins | eriesiesiesesnesneinennns | e | oo | orveensenssssssssssessens 0
21, REal €St EXPENSES. .....vuceceeeeireiireieirete ettt sstsst s sesessenssnteniens | ereresieninsins e esentennntnens | seesenteeineeenenen st | sreeeneseeesentens s nnteeseniens | seereeessens st sesensenan 0
22, Real €SIae TAXES.......cuiricecrcrre s | et | e | oo | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUFANCE TAXES...........cvurviriiiriririnirniiesiesisesisesnesneinsinnies | eorreseseessesiesinsiensinnsnnns | eeeessesssssessesinsisssessnesins | eonresnssesseessessnssssseesness | reseesisesssessnnsssessssensees 0
23.2 State PremMiUM tAXES. .....cureeerrereereeeeeereieeseesseeseeseesessessesssstsssssesessessessnstessnnes | ressessessssssssssesesessessantens | eoessessesssssnssessssessessnssnens | sesinsesesssesssessessenssnssnsiens | seereeessessensessssssenessesead 0
23.3 Regulatory authority licenses and fEES.........ccouururirrurrrriininnseiseiiniineins | rrireeneiisseessnsissenseissesns | eseeneeieseesssenses 390,868 | .eeeeeeeeeeeiineineineieiiens | e 390,868
234 PayrOll tAXES...cveouuereereeesreeceseeessssesessssessssessssssssssssssssssssssssssssnsssnssssienss | eeesssesssnesssineees 581,650 |..orveerreririnnns 3322111 [ | e 3,903,761
23.5 Other (excluding federal income and real estate taXes).........covveurririnniniinies [ errereeerenenessnininninees [ o [ ereineeneeseesssesssssssseenseiens | ceereeessessnseseseeseeessenead 0
24.  Investment expenses not included EISEWNETE............cvuirrririeirnnerrieieiinnines [ e | eoeerrsineineessieeesnsessneiiees [ erreesesseesesssssesssessnssesieniens | seereeessnssesessesee e 0
25.  Aggregate Write-ins fOr EXPENSES........c.overurrirreereereireereiiecineiseeseeseeesieeisesseiesssesnenes | crerensenissesseen e 225 [ (9,854,730) | ovveeeernrincneieieees [V P (9,854,505)
26. Total expenses iNCUITEd (LINES 110 25)........cureerererireeesneeesneeessneressssssnsesesinnees | eesssseeessnneeees 12,618,879 | .o 118,951,315 |.oooneerereeriinnenns 286,950 [ (@)...rveennee 131,857,144
27.  Add expenses unpaid December 31, Prior YEar.........covuureereenrueeeeneenenereieiiseinninees | ceereineereineines 1,854,578 | ..o 9,114,785 | . [ e 10,969,363
28. Less expenses unpaid December 31, CUITENt YEAI.........cvuueverrereurrereerinenersieiieine | eerssessiseissinns 1,843,008 | 16,320,997 ..o | 18,164,005
29.  Amounts receivable relating to uninsured accident and health plans, prior year.......... [ oo e [ [l 0
30. Amounts receivable relating to uninsured accident and health plans, current year...... [..ooooooiiiiiiiiniis Lo e [ 0
31. Total expenses paid (Lines 26 plus 27 minus 28 minus 29 plus 30).........ccccoccveceeee forrorrrnnnnnn. 12,630,449 ... 111,745,103 ..o 286,950 |..coorrennn 124,662,502
DETAILS OF WRITE-INS
2501, AdMINIStrative RECOVEMIES. ........vccuureerrerrereeesseeressssessssesesssseessssssssssssssssssssonsssins | sessseesesssssssnsesesnmsssnsens [ coseesseesessnnens (9,939,593) [ .veeouererrrerernmmeriinneerinnen [ e (9,939,593)
2502. MiSCEllaNEOUS EXPENSES........rureurecreeeireeiseeseessessesseesssesssssssssssesssssessssssesssssesins | sevessessnsensessesessessesens 225 | s 84,863 ..o [ e 85,088
2503, ettt ettt ennnsnnsst s nnnss | seesissnsessnesss st nnnstenns | seessssnsssnesssnnnssnnnssenne | seesssseesssnesesennsssnnnssenne | rnnesssnesssssessssnssssaseed 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........couvevenrinins | corereereeseineeneeneieeeenees (0 IO (0 IO (0 IO 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (LiNE 25 @DOVE).....vveuurreeensrresssrreesssrerns | corssreesssssessssressseees 225 | (R 0) I 0 [ (9,854,505)
(@) Includes management fees of $.....11,830,000 to affiliates and §.......... 0 to non-affiliates.

14




Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

EXHIBIT OF NET INVESTMENT INCOME

During Year

1
Collected

2
Earned
During Year

1. ULS. GOVEIMMENE DONGAS. ......ceurerieieeiececeeee ettt s ettt en

1.1 Bonds exempt from U.S. tax
1.2 Other bonds (unaffiliated)....
1.3 Bonds of affiliates........
2.1 Preferred stocks (unaffiliated).
2.11 Preferred stocks of affiliates....
2.2 Common stocks (unaffiliated)..
2.21  Common stocks of affiliates....

3. Mortgage loans................

4. Realestate......

5. Contractloans.....................

6.  Cash/short-term investments..

7.  Derivative instruments.....

8.  Otherinvested assets..

9. Aggregate write-ins for investment income.

................ 100,065

8,850,190

10.  Total gross iNVESIMENT INCOME. ... ... ivu ittt ettt ettt sttt ensentenssnsnnnsnnies | sees 9,367,972
11, INVESIMENE EXPENSES. ....oucvuceerereireirrereieere ettt

12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES..........c. ittt ettt sttt een

13, INEreSt BXPENSE......coueeieceeteireee ettt

14. Depreciation on real estate and other invested assets
15.  Aggregate write-ins for deductions from investment income..
16.  Total deductions (Lines 11 through 15).......
17.  Net investment income (Line 10 minus Line 16)

0998. Summary of remaining write-ins for Ling 9 from OVErfloW PAGE..........wureririeiineire ettt
. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @D0VE).......ruuiuieieieiiei ittt enes

EXHIBIT OF CAPITAL GAINS (LOSSES)

4
Net Gain or (Loss)
from Change in
Difference Between

Realized Basis Book/
Gain (Loss) Other Increases Adjusted
on Sales Realized (Decreases) by Carrying and
or Maturity Adjustments Adjustment Admitted Values
1. U.S. government DONdS.........coceeeeneencenrnsinenenenesesseeiniens | veereeneeeeisesneenens 84,049

1.1 Bonds exempt from U.S. tax
1.2 Other bonds (unaffiliated)....
1.3 Bonds of affiliates................
2.1 Preferred stocks (unaffiliated).. .
2.11 Preferred stocks of affiliates..........ccccoevirrvnireincrncincrnnen.
Common stocks (unaffiliated)..
Common stocks of affiliates.
Mortgage loans................

.(1,389,779) | ..

2.2
2.21

3.

4. Realestate...

5. CONtract [0aNS..........coeviveieeiiieieseeeeeee e [ e e
6. Cash/short-term investments...

7. Derivative inStrumMENtS...........cccovevcveieicsiecesiecesieieeiieins [ eeeresseesse e
8. Otherinvested assets...........cccovviverernne.

9.  Aggregate write-ins for capital gains (losses).. JE R
10.  Total capital gains (I0SSES).........veeveveereriereirireeecrcreiciiees | e ......(1,302,544)

DETAILS OF WRITE-INS

0998. Summary of remaining write-ins for Line 9 from overflow page..
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).............
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EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS
1 2 3

Change for Year
End of End of (Increase) or
Current Year Prior Year Decrease
1. Summary of ltems, Page 2, Lines 10 to 16 and 190 20, COIUMN 2......c..coovrvermmreermmmrcrmmmrrinnneiins | oreeeerneeesnesesnees 2,161,922 | oo 1725 1C T I (1,269,753)
2. Other nonadmitted assets:
2.1 BillS TECEIVADIE. ...ttt | e | e s | s 0
2.2 Leasehold IMPrOVEMENTS...........ccruriieinrieieiiecsneessteieesssesssssseseessssessesssssssssessssssssesnsins | seerseisssesssssnssssesssessesssssssssnsnns | coessessnssnsssessessessnsssssnsssssessesss | seesssessesssssnsssssssssessessassassans 0
2.3 Cash advanced to or in hands of officers and AgENLS..........ccoureuriurrririnirrrrsrnrineiees [ e | oeseeissine s sess s ssssessesenne | ceseesseessess s nssee st sneees 0
2.4 Loans on personal security, ENAOrSEA OF NOL..........c.ouurrerurrereeiierineineieiseesssesssssisssesinsiens | eeeneinssneessessessesssstssessssssiesies | seeeenessssessssesssssssssessesssssesnes | seeressessessnssssssssssssessesssssassan 0
2.5 Commuted COMMISSIONS.........c.crveurveiiiiiiiieesiesiesiesisesise s sesssesssssssisniinses | ernesnsinsiiesessesisessesssesnneins | srseensssssissssesssessessessesseesnenes | oresinesinessnessssssesssesiesenees 0
3. TOtal (LINES 2.1 0 2.5)....cverurreeueeeseressseeessseessssesssssesessssessssssssssssssssssssssssssssssssssssssssnsssonss | sesssesssssnessseesssssessssssssans (O (O 0
4. Aggregate write-ins for other than invested aSSets.........ccourrurrririerninrnrennersesineierins | s 2,146,926 [ ..o 2,450,835 [ .o 303,909
5. Total (LINe 1 PIUS LINES 3 NG 4).......veorereerereeeeeeeeeeereeeei s sseeesseenessseessseesssseeessneees | aeeeesoseeeeneesessseeens 4,308,848 | ..ooooovri 3,343,004 | .o (965,844)
DETAILS OF WRITE-INS
0401, PrEpaid EXPENSES. ...c.euuureerueressreeesseessssesesssesssssesssssesssssssssssssssssesssssssssssssssssssssssssssssonsssssnness | sessssesssssssessssessssneees 40,323 | oo 2433733 | oo 2,393,410
0402, VEHICIE.....vvvrerreereeeesseeessseeesseeseessseessssesessssessssessss st ssssssssess s sssssssssssessssessssssssssssnsssssnnesss | sessssssssssnsessssesessaneees 13,078 | e 17102 | s 4,024
0403. Prepaid PENSION. ......c.cuurveeueeesmeeeeseeesseesessssesssssessssssssssssssssssssssssssssssssssnssssssesssssmsssssennsssnnss | oesssessssssssnsessssnees 2,093,525 | oveereriinneeeieereeeninneins | e (2,093,525)
0498. Summary of remaining write-ins for Line 4 from overflow Page.........ccoerrnrnenrninnnincnrinin [ e O O O O 0
0499. Totals (Lines 0401 thru 0403 plus 0498) (LiNE 4 @DOVE)......cvecurrrerrrressserssssrrssssssssssrssssersssssess | conseeessssssssssssssssees 2,146,926 | .o 2,450,835 | ..o, 303,909

16
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EXHIBIT 2 - ENROLLMENT BY PRODUCT TYPE

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enroliment Year Quarter Quarter Quarter Year Months

1. Health maintenance organizations

2. Provider SErviCe OrganIZatiONS........ ... wuiueeeureeseesreeceeeeisessessssesees et ss bbbttt b bbb en bt

3. Preferred provider organizations

4. POINEOF SBIVICE. ...veieiitictce ettt bbb bbb s bbbttt

...... 6,280,413

0698. Summary of remaining write-ins for Line 6 from OVErfloW PAgE.........cruiirreneeriieieicineirere ettt eneees

0699. Totals (Lines 0601 thru 0603 plus 0698) (LN 6 @DOVE)........crcesersesscssesessesesessessessesssessessesesesstessessesns
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NOTES TO FINANCIAL STATEMENTS

BLUE CARE NETWORK OF MICHIGAN

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2002 AND 2001

1. SUMMARY OFSIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

The financial statements of Blue Care Network of Michigan (“BCN”) are presented on the basis of
accounting practices prescribed or permitted by the Michigan Office of Financial and Insurance
Services (“OFIS").

The OFIS recognizes only statutory accounting practices prescribed or permitted by the State of
Michigan for determining and reporting the financial condition and results of operations of an
insurance company.

The National Association of Insurance Commissioners (“NAIC”) went through an extensive process
to codify all accounting practices and procedures to better standardize the financial reporting of
insurers. However, the State of Michigan Insurance Commissioner has elected to postpone the
effective date for implementation of codification to January 1, 2003. The adoption of codification
should not have a significant impact on the statutory capital and surplus and working capital
requirements of BCN.

Accounting practices and procedures as prescribed or permitted by the OFIS comprise a
comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America (“GAAP”). The more significant statutory accounting practices (“SAP"),
which differ from GAAP, are as follows:

e The effects of reinsurance are netted against the corresponding assets, liabilities, income, or
expenses.

e Certain assets, such as premiums over 90 days past due, goodwill, excess of book value over
market value for securities, and prepaid expenses are “nonadmitted” and are charged against
capital and surplus.

e Computer software applications are treated as honadmitted assets and charged against capital
and surplus.

e Changes in unrealized appreciation and depreciation in the value of common stocks are
reflected as direct increases or decreases in capital and surplus.

e Classification of items in the statement of cash flows differ from GAAP.

e Investments in bonds are recorded at amortized cost.

The Company, with the explicit permission of the Commissioner of Insurance of the State of
Michigan, records its investment in certain grantor trusts as an increase to other long-term invested
assets and an increase to capital and surplus. As of January 1, 2001, BCN changed its
methodology for calculating its unrealized gains and losses on investments from market value to
amortized cost.

A reconciliation of BCN's net income and capital and surplus between NAIC SAP and practices
prescribed and permitted by the State of Michigan is shown below (in thousands):
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NOTES TO FINANCIAL STATEMENTS

®3)

2002 2001

Net Income, Michigan basis $ 10,509 $ (5,741)
State Prescribed Practices:

None
State Permitted Practices:

None - -
Net Income, NAIC SAP basis $ 10,509 $ (5,741)
Statutory Surplus, Michigan basis 86,686 74,474
State Prescribed Practices:

Cumulative effect of changes in

permitted practice

Nonadmitted assets (1,511) (1,969)
State Permitted Practices:

Grantor Trust investment (47,813) (45,145)
Statutory Surplus, NAIC SAP basis $ 37,362 $ 27,360

Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements, in conformity with Statutory Accounting Principles,
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities. It also requires disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenue and expenses during the period.
Actual results could differ from those estimates.

C. Accounting Policy

Cash Equivalents - Cash Equivalents are carried at cost, which approximate fair market value, and
are comprised of short-term investments with initial maturities at date of acquisition of 365 days or
less.

Investments - Realized gains and losses and declines in value judged to be other-than-temporary
are reflected in investment income. The specific identification method is utilized to determine
realized gains and losses.

Securities Lending - BCN enters into secured lending transactions and recognizes the collateral
received and the corresponding liability to return the collateral. Security lending collateral is
excluded from the managed care organization risk-based capital calculation. The amounts related
to these activities are recorded in other invested assets and other liabilities in the statements of
assets, liabilities, capital and surplus.

Inventories - Consist of pharmaceuticals stated at cost, on a first-in, first-out basis and are included
in other assets.

Furniture, Equipment, Electronic Data Processing Equipment and Software are stated at cost.
Depreciation is recorded by the straight-line method over the estimated useful lives of the assets.

Claims Unpaid - The liability for incurred but unpaid and unbilled medical and hospital claims is
accrued in the period during which the services are provided, and includes actuarial estimates of
services performed which have not been reported by providers to BCN. Such estimates are based
on historical claims experience modified for current trends and changes in benefits provided.
Revisions in actuarial estimates are reported in the period in which they arise. BCN has reinsured
certain of its claims liabilities through an affiliated self-insured trust.

Revenue from subscribers is recognized ratably over the period of coverage. Premiums received
in advance are recorded as a liability. Other revenues consist primarily of fee-for-service revenue,
which are recognized as services are performed.

In addition, the company uses the following accounting policies:

(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the interest method.
Common Stocks at market.

(4)  Preferred Stocks — NOT APPLICABLE

(5) Mortgage loans on real estate — NOT APPLICABLE
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NOTES TO FINANCIAL STATEMENTS

10.

(6) Loan-backed securities are stated at amortized cost.

(7)  The Company, with the explicit permission of the Commissioner of Insurance of the State of
Michigan, records its investment in certain grantor trusts as an increase to other long-term
invested assets and an increase to capital and surplus.

(8) Investments in joint ventures, partnerships and limited liability companies — NOT
APPLICABLE

(9) Derivatives — NOT APPLICABLE

(10) The company anticipates investment income as a factor in the premium deficiency
calculation, in accordance with SSAP No. 54, Individual and Group Accident and Health
Contracts.

(11) The reserve for loss contracts and the related expense are recognized when it is probable
that expected future health care costs, under a group of existing contracts, will exceed future
premiums and reinsurance recoveries anticipated over the remaining term of the contract.
The methods for making such estimates and for establishing the resulting reserves are
periodically reviewed and updated. Any adjustments resulting therefrom are reflected in
current operations. Estimates in reserves are subject to the impact of changes in the
regulatory environment and economic conditions. Given the inherent variability of such
estimates, the actual liability could differ significantly from the amounts provided. Loss
contract accruals would be included in aggregate claims reserves in the statutory basis
statement of admitted assets, liabilities, capital and surplus.

Accounting Changes and Corrections of Errors — NOT APPLICABLE -The State of Michigan did not
adopt codification until January 1, 2003.

Business Combinations and Goodwill - NOT APPLICABLE
Discontinued Operations — NOT APPLICABLE
Investments
A. Mortgage Loans — NOT APPLICABLE
B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities
BCN used public market quotes for determining the market value of its loan-backed securities.
E. Repurchase Agreements — NOT APPLICABLE
Joint Ventures, Partnerships and Limited Liability Companies — NOT APPLICABLE
Investment Income
Due and accrued income was excluded from surplus on the following basis:

All investment income due and accrued with amounts that are over 90 days past due. However, there
was no investment income excluded at December 31, 2002 and 2001.

Derivative Instruments — NOT APPLICABLE

Income Taxes - BCN has been recognized by the Internal Revenue Service as an organization
described under Internal Revenue Code Section 501(c)(4) as an organization exempt from tax under
Section 501(a).

Information Concerning Parent, Subsidiaries and Affiliates

BCN conducts business transactions with Blue Cross Blue Shield of Michigan (“BCBSM”) and affiliates
on a routine basis. BCN is a wholly owned subsidiary of BCBSM.

Claims Processing - BCBSM processes certain hospital, hearing, and professional claims on behalf of

BCN. BCN reimburses BCBSM at agreed upon rates for claims and pays an administrative fee for
each claim processed. BCBSM charged BCN approximately $3,677,000 and $2,584,000 at
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December 31, 2002 and 2001, respectively. —-

Administrative Cost Allocation - BCBSM provides and bills BCN for miscellaneous administrative
support, including computer operations support. BCBSM also purchased services on behalf of BCN
such as telephone services and bills BCN accordingly. BCBSM charged BCN $41,467,000 and
$45,537,000 for 2002 and 2001, respectively. BCN owed BCBSM $3,820,000 and $10,524,000 at
December 31, 2002 and 2001, respectively.

Malpractice Trust - BCN has an agreement with an affiliated grantor trust to provide malpractice
coverage. Expenses related to the malpractice trust amounted to $0 in 2002 and approximately
$1,384,000 in 2001. BCN'’s equity investment in this trust was approximately 98% at December 31,
2002 and 2001. As of December 31, 2002 and 2001, the net equity of the trusts included in the
statutory financial statements was approximately $38,139,000 and $37,657,000, respectively. BCN
owed the malpractice trust $0 and $347,000 at December 31, 2002 and 2001, respectively, for
premiums.

Stop-Loss Trust — BCN has an agreement with an affiliated grantor trust to provide reinsurance and
reduced deductibles for property, general liability, automobile, and fidelity insurance coverages. The
stop-loss trust covers risks incurred in excess of a retention amount. BCN is self-insured for inpatient
hospital claims up to $150,000 per member each calendar year (the “deductible”) and has an
agreement with an affiliated trust, Blue Care Network Stop-Loss and Casualty Self-Insurance Trust to
cover the claims incurred over the deductible.

At December 31, 2002 and 2001, BCN had receivables for known reinsurance recoveries on paid
claims of approximately $863,000 and $2,289,000, respectively, from the stop-loss trust. In addition, at
December 31, 2002 and 2001, BCN recorded as accounts receivable $13,484,000 and $14,703,000,
respectively, of estimated recoverable amounts for potential claims exceeding the deductible based on
actuarial estimates using historical recovery trends. BCN's equity investment in the stop-loss trust was
approximately 99% at December 31, 2002 and 2001. As of December 31, 2002 and 2001, the net
equity of the trusts included in the statutory financial statements was approximately $9,674,000 and
$7,487,000, respectively. BCN owed the stop-loss trust $640,000 and $1,683,000 at December 31,
2002 and 2001, respectively, for premiums.

Reinsurance expenses related to the stop-loss trust amounted to approximately $7,873,000 and
$6,866,000 in 2002 and 2001, respectively, and are recorded as medical and hospital expenses.
Reinsurance recoveries recorded from the stop-loss trust totaled approximately $5,210,000 and
$5,988,000 in 2002 and 2001, respectively, and are recorded as medical and hospital expenses.

Health Insurance - BCN purchases health insurance benefits for certain of its employees from
BCBSM. Expenses were approximately $6,537,000 and $5,561,000 in 2002 and 2001, respectively.
BCN owed premiums to BCBSM of $2,756,000 and $0 at December 31, 2002 and 2001, respectively.
Additionally, BCBSM purchases health insurance for certain of its employees from BCN. The amounts
billed by BCN for such insurance were approximately $9,109,000 and $8,131,000 in 2002 and 2001,
respectively.

Capitated Health Care Program - BCN participated in the “Personal Plus” program, a capitated health
care program sponsored by an affiliated company, Blue Care of Michigan, Inc. (‘BCMI"). BCN
receives monthly capitation from BCMI for subscribers in the BCN coverage area. BCN is responsible
for collecting premiums and is at risk for all medical claims. Revenue derived through the Personal
Plus program was approximately $1,882,000 and $2,396,000 in 2002 and 2001, respectively. BCMI
owed BCN $21,000 and $41,000 at December 31, 2002 and 2001, respectively.

Point of Service/Blue Preferred Plus/Community Health Initiative (“CHI") - BCN provides BCBSM with
miscellaneous administrative support for certain products offered by BCBSM. BCBSM bears all risk
associated with these products as well as the CHI project. Miscellaneous administrative expense
incurred by BCN and subject to reimbursement from BCBSM related to these products totaled
approximately $7,300,000 and $6,650,000 in 2002 and 2001, respectively. BCBSM owed BCN
$8,289,000 and $19,244,000 at December 31, 2002 and 2001, respectively.

Blue Care of Michigan, Inc. - BCN provides BCMI with miscellaneous administrative support.
Miscellaneous administrative expenses incurred by BCN and subject to reimbursement from BCMI
totaled approximately $62,000 and $77,000 in 2002 and 2001, respectively.

Contractual Relationship - BCBSM entered into a series of agreements with Borgess Health Alliance,
the non-profit parent company of Borgess Medical Center (“Borgess”). The agreements have various
provisions, including the following:

e Health First, Inc. (“HF") was formed with BCBSM and Borgess each as 50% shareholders. HF
provided services to certain BCN members who were located primarily in the Kalamazoo
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11.

12.

metropolitan area. In June 2001, HF ceased operations.

BCN capitated HF for gross premium revenue related to the BCN members described above, less
specified amounts for administrative and accounting services and reimbursement for
reinsurance and other items. Amounts capitated to HF were $14,201,000, net of claims and
other health care benefits charged of $14,119,000 and adjusted for reinsurance recoveries of
and $932,000 for 2001. BCN had a net receivable due from HF of approximately $7,055,000 at
December 31, 2001 that was paid in 2002.

Notes Receivable - In October 2001, the OFIS approved and BCMI paid BCN $1,350,000 for the
outstanding Surplus Certificate Notes plus interest due of $71,000.

BCN does not guarantee or undertake for the benefit of an affiliate a material contingent exposure of
BCN's or any affiliated insurer’s assets or liabilities.

BCN does not have management or service contracts or cost sharing arrangements, other than cost
allocation arrangements, other than such arrangements described in these footnotes.

BCN is a nonprofit stock corporation and wholly owned subsidiary of BCBSM.

BCN does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly
via a downstream subsidiary, controlled or affiliated company.

Debt — NOT APPLICABLE

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences
and Other Postretirement Benefit Plans

A. Defined Benefit Plan

BCBSM sponsors a defined benefit pension plan covering all employees of BCN, who meet certain
requirements of age and length of service. Benefits paid to retirees are based on age at
retirement, years of credited service and highest monthly average earnings over 60 consecutive
months. BCN provides for and contributes to the plans as determined by BCBSM, and BCN has
no legal obligation to the plans.

Under the BCBSM amended retirement account plan, each participant has an account balance to
which interest credits and earnings credits are added. Interest will be credited quarterly based on
the prior August one-year Treasury bill rate. Annual earnings credits of 6 percent to 10 percent are
credited to participants’ account balances on a monthly basis and monthly 2 percent annual
transition credits are made through 2008. Employees can elect to receive the lump-sum value of
their account balance or monthly payments at retirement or termination.

A summary of assets, obligations and assumptions of the Pension and Other Postretirement
Benefit Plans as allocated to BCN from BCBSM are as follows at December 31, 2002 and 2001

(In Thousands) Pension Benefits Other Benefits
2002 2001 2002 2001

(1) Change in benefit obligation
a. Benefits obligation at beginning of year $ 61,025 $51,119 $29,584 $30,168
b. Service cost 3,763 3,418 3,840 2,771
c. Interest cost 4,311 3,919 2,303 1,934
d. Contribution by plan participants - - - -
e. Actuarial gain (loss) 6,139 4,781 2,478 (4,451)
f. Foreign currentcy exchange rate changes - - - -
g. Benefits paid (2,148) (2,212) (768) (838)
h. Plan amendments - - - -
l.

Business combinations, divestitures,
curtailments, settlements and special
termination benefits - - -
j- Benefits obligation at end of year $ 73,090 $61,025 $37,437 $29,584
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(In Thousands)

Pension Benefits

Other Benefits

2002 2001 2002 2001
(2) Change in plan assets
a. Fair value of plan assets at beginning of year $54,464 $66,078 $ - $ -
b. Actual return on plan assets (6,252) (9,724) - -
c. Foreign currency exchange rate changes - - - -
d. Employer contribution 12,391 222 - -
e. Plan participants' contributions - - - -
f. Benefits paid (2,056) (2,112) - -
g. Business combinations, divestitures, - - - -
curtailments, settlements and special
termination benefits
h. Fair value of plan assets at end of year $58,547 $54,464 $ - $ -

(In Thousands)

Pension Benefits

Other Benefits

2002 2001 2002 2001
(3) Funded status
a. Unamortized prior service cost $ (460) $ (677) $ 1,042 $ 1,624
b. Unrecognized net gain or (loss) (16,029) 2,521 (301) 2,133
c. Remaining net obligation or net asset at initial
date of application (221) (204) - -
d. (Prepaid non-admitted assets) or
accrued liabilities (2,195) 8,300 38,179 33,340

e. Intangible asset

(In Thousands)

(4) Benefit obligation for non vested employees

(In Thousands)

Pension Benefits
2002 2001

$ 3,209 $ 2,893

Pension Benefits

Other Benefits
2002 2001

$ 19,303 $ 14,173

Other Benefits

2002 2001 2002 2001
(5) Components of net periodic benefit cost
a. Service cost $ 3,886 $ 3,530 $ 3,840 $ 2,771
b. Interest cost 4,310 3,919 2,302 1,934
c. Expected return on plan assets (5,836) (5,566) - -
d. Amortization of unrecognized transition
obligation or transition asset a7 (21) - -
e. Amount of recognized gains and losses - - - -
f. Amount of prior service cost recognized 94 93 (581) (638)
g. Amount of gain or loss recognized due to a
settlement or curtailment (449) (761) 45 (255)
h. Total net periodic benefit cost $ 1,988 $ 1,194 $ 5,606 $ 3,812
(6) A minimum pension liability adjustment — NOT APPLICABLE
Pension Benefits Other Benefits
2002 2001 2002 2001
(7) Assumptions as of Dec. 31
a. Discountrate 6.500% 7.250% 6.500% 7.250%

b. Rate of compensation increase 2.975-5525%2.9755.525% 2.975-5.525% 2.975-5.525%
c. Expected long-term rate of return on plan

assets 9.500% 9.500% 9.500% 9.500%

(8) BCN provides certain health care and selected other benefits to all employees and their
dependents. Represented and nonrepresented employees who have ten years of service after
age 45 and retire from active employment, or who become disabled and meet certain benefit
and service requirements are eligible. This benefit is subject to revision at the discretion of the
Board of Directors for nonrepresented employees and for represented employees, subject to
collective bargaining agreements. These plans are noncontributory plans.

BCN's postretirement health care plan is unfunded. For the year ended December 31, 2002,
the health care trend rate on covered benefits is assumed to be 10.25 percent, ratably
downgrading to 5.5 percent by 2008 and all years thereafter.

(9) Assumed health care cost trend rates have a significant effect on the amounts reported for the

health care plans. A one-percentage-point change in assumed health care cost trend rates
would have the following effects (in thousands):
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1 Percentage Point 1 Percentage Point

Increase Decrease
Effect on total of service and interest cost components $ 1,312 $ 937
Effect on postretirement benefit obligaton $ 6,543 $ 5,317

B. Defined Contribution Plan — NOT APPLICABLE — see C below
C. Multiemployer Plans
BCN participates in a qualified, noncontributory defined contribution pension plan sponsored by
BCBSM. The Plan is qualified under Section 401(k) of the Internal Revenue Code. Participating
employees may elect to contribute to the Plan and BCN matches a portion of the employees’
contributions. BCN's contributions were $1,590,000 and $1,415,000 in 2002 and 2001, respectively.
D. Consolidated/Holding Company Plans — NOT APPLICABLE
E. Postemployment Benefits and Compensated Absences — NOT APPLICABLE
13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations .
(1) BCN has 500 shares authorized, 500 shares issued and 500 shares outstanding. All shares are
Class A shares.
(2) BCN has no preferred stock outstanding.
(3) The Company’s Articles of Incorporation state that no dividends shall be directly paid on any shares
nor shall the shareholders be entitled to any portion of the earnings.
(4) The Company'’s Articles of Incorporation state that no dividends shall be directly paid on any shares
nor shall the shareholders be entitled to any portion of the earnings.
(5) There were no restrictions placed on the BCN's surplus, including for whom the surplus is being
held.
(6) The total amount of advances to surplus not repaid — NOT APPLICABLE
(7) The amount of stock held by BCN for special purposes — NOT APPLICABLE
(8) Special surplus funds changes — NOT APPLICABLE
(9) The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:
a. unrealizedgains andlosses: $ None
b. nonadmitted asset values: $ (966,000)
c. provisionfor reinsurance: $ None
(10) Surplus debentures of similar obligations — NOT APPLICABLE
(11) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE
(12) Effective dates of all quasi-reorganizations in the prior 10 years is/are — NOT APPLICABLE
14. Contingencies
A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE
C. Gain Contingencies — NOT APPLICABLE
D. All Other Contingencies
BCN and its affiliated physicians are parties to lawsuits incidental to the operations of the HMO.
Management believes that the ultimate disposition of such contingencies will not have a material effect
on the accompanying financial statements.
15. Leases

25.6



Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

NOTES TO FINANCIAL STATEMENTS

A. Lessee Operating Lease

B.

16.

(1) Lessees leasing arrangements

a. BCN has entered into certain cancelable land and building leases with BCBSM. Rent expense
paid to BCBSM in 2002 and 2001 was approximately $3,382,000 and $2,536,000, respectively.

b. BCN also leases office buildings under operating leases with different unrelated parties. Rent
expense under these leases was $2,485,000 and $3,758,000 in 2002 and 2001, respectively.

(2) Noncancelable leases
a. At December 31, 2002, the minimum aggregate rental commitments are as follows:

(Dollars in thousands)

Year Ending December 31 Operating Leases
2003 $ 3,996
2004 4,152
2005 45
2006 45
2007 45

Total $ 8,283

b. Noncancelable subleases — NOT APPLICABLE
(3) Sales-leaseback transactions — NOT APPLICABLE
Lessor Leases — NOT APPLICABLE

Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With

Concentrations of Credit Risk — NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities — NOT
APPLICABLE

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially
Insured Plans — NOT APPLICABLE

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators — NOT
APPLICABLE

20. Other Items

A.

B.

Extraordinary ltems — NOT APPLICABLE

Troubled Debt Restructuring — NOT APPLICABLE

Other Disclosures

As a condition of licensure with the State of Michigan, BCN is required to maintain a minimum deposit
of $1,000,000 in a segregated account. BCN maintains a $1,000,000 deposit for such purposes. These
funds can only be used by BCN at the direction of the Insurance Commissioner of the State of
Michigan. The funds are invested in a United States Treasury Money Market Fund. Interest on these
funds accrues to BCN.

BCN is required by the OFIS to comply with certain regulatory risk-based capital (“RBC") requirements.
At December 31, 2002 BCN was in compliance with the RBC requirement. At December 31, 2001,
BCN'’s RBC was below the “company action level,” as defined by the OFIS.

Other Disclosures, Uncollectible Assets on Uninsured plans — NOT APPLICABLE

Reinsurance Accounted for as a Deposit — NOT APPLICABLE

Multiple Peril Crop Insurance — NOT APPLICABLE

Mezzanine Real Estate Loans — NOT APPLICABLE

Health Care Receivables — NOT APPLICABLE - the State of Michigan did not adopt codification until
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NOTES TO FINANCIAL STATEMENTS

January 1, 2003.

I. September 11 Events — NOT APPLICABLE

J. Real Estate — NOT APPLICABLE

K. Participating Policies — NOT APPLICABLE

L. Premium Deficiency Reserves — BCN considers anticipated investment income when calculating its
premium deficiency reserves, and as of December 31, 2002 and 2001 no reserve was required on any
line of business.

M. Intercompany Pooling Arrangements — NOT APPLICABLE

N. Business Combinations and Goodwill - Assumptions Reinsurance — NOT APPLICABLE

O. Noncash Transactions — NOT APPLICABLE

21. Events Subsequent — NOT APPLICABLE
22. Reinsurance — NOT APPLICABLE
23. Retrospectively Rated Contracts

A. BCN estimates accrued retrospective premium adjustments for its group health insurance business
through a mathematical approach using an algorithm of the company’s underwriting rules and
experience rating practices.

B. The amount of net premiums written by BCN that are subject to retrospective rating features was $47
million and $46 million at December 31, 2002 and 2001 respectively, that represented 3.8% and 3.8%
of the total net premiums written for commercial health for 2002 and 2001, respectively. No other net
premiums written by BCN are subject to retrospective rating features.

24. Anticipated Salvage and Subrogation — NOT APPLICABLE

25. Change in Incurred Claims and Claim Adjustment Expenses - Activity in the liabilities for claims and
claims adjustment expenses payable is summarized as follows (in thousands):

2002 2001
BALANCE AT JANUARY 1 $ 225,823 $ 217,969
Incurred related to:
Current year 1,146,075 1,235,199
Prior year (1,870) 4,399
Total incurred 1,144,205 1,239,598
Paid related to:
Current year 985,528 1,051,272
Prior year 190,240 180,472
Total paid 1,175,768 1,231,744
BALANCE AT DECEMBER 31 $ 194,260 $ 225,823

Changes in actuarial estimates of claims unpaid reported as “incurred related to prior year” in the schedule
above reflect revisions in estimates of medical cost trends and changes in claims processing patterns. In
2001, BCN recorded ASC claims of approximately $19 million as an increase to claims unpaid. Pursuant to
the instructions issued by the National Association of Insurance Commissioners (NAIC) for the preparation
of the Annual Statement for the year ended December 31, 2001, amounts incurred and amounts paid
include all medical and hospital expenses, capitation expenses, and claims paid.

Organization and Operation

a. Blue Care Network of Michigan (“BCN") operates as a combination staff and network model health
maintenance organization (“HMO”). BCN provides health care services to members at its own
outpatient health facilities and through contracts it has entered into with various physician groups,
hospitals, and other health care providers.

BCN primarily conducts business within the State of Michigan, and a significant portion of BCN's
customer base is concentrated in companies that are part of the automobile manufacturing industry.
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NOTES TO FINANCIAL STATEMENTS

Receivables from these customers approximate $351,000 and $306,000 at December 31, 2002 and
2001, respectively. In addition, BCN holds investments in these customers’ commercial paper,
medium term notes, and other asset backed securities totaling $29,950,000 and $23,968,000 at
December 31, 2002 and 2001, respectively.

BCN's books and records are primarily maintained at its corporate offices located in Southfield,

Michigan.

b. BCBSM, BCN and BCMI have some common officers and members on their respective governing
boards.

C. Under various risk-sharing agreements with certain provider groups, monthly capitation amounts for
enrolled members are allocated to funds using predetermined rates based upon membership
category. Balances in these funds at the time of settlement, after consideration of unpaid and
unreported claims, are shared with the providers according to contract terms. In fiscal 2002 and
2001, management recorded an additional reserve of approximately $1,811,000 and $5,685,000 for
potentially uncollectable receivables. Net settlement expense was $19,225,000 and $27,397,000 for
2002 and 2001, respectively. In 2002, BCN recognized approximately $9,364,000 as an favorable
change in estimate for provider settlements and approximately $4,321,000 as a favorable change in
estimate for physician incentives.

26. Minimum Capital and Surplus (in thousands):

2002
Net premium revenue $ 1,291,670
4%
Minimum Capital and Surplus Requirement $ 51,667
Current Statutory Capital and Surplus $ 86,686

Under the
laws of the State of Michigan, the Plan is required to have a minimum Capital and Surplus of approximately
$51,667,000.
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
1.1 ULS. trEASUNY SECUMHIES. ....vuvereeeecececieiseee ittt et st ssessestessesssessessesssntesssnsneniesse | sessssessesssssessnssnnnnns | oevsessnsensenns 0.0 [ [ e 0.0
1.2 U.S. government agency and corporate obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEMMENE 8GENCIES........c.vuerereeeeeereieiieeieeineineeseesessessssssssseessesessesssssssssssssssssesinss | oreeeenes 1,027,370 | .o 0.3 [ 1,027,370 | .o 0.3
1.22 Issued by U.S. government SpONSOred @gENCIES..........cc.wururereerreerneeneeneereesessnesssssssseesemsssssnsnsinns | sesssseessssssesssnsnne | sevsessnsensens 0.0 [ e [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUMtIES).........c.cvvurrrrrrreneiniiniines | v | e 0.0 [ e [ e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general 0bligations.............c.ccrnininriennnnnirrsiincinees | e | e (V0 I O
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations... |....ccccoeoveencneinine | evrinrineineee0.0 |
1.43 Revenue and assessment OblIGAtioNS............cceurierieriurieneinninieineneseseseeeseiseisesssssesssnsiseienns | seneeseesessesesnsnnnns | oeeesinnennen 0.0 [
1.44 Industrial development and similar 0bligations.............ccoeureniriuneenrnininnneeeeeseseseeseinees | e 2,108,827 | oo 05 [ 2,108,827 | oo 0.5
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteed By GNMA..........c.coiviireicieeneernsiessiesssesssessssssssessssssssssssssssssisssnnes | oveeesssssnesssesnnssine | seesseessneens 0.0 [ | e 0.0
1.512 Issued by FNMA and FHLMC..........ccovriecineeeeineeineeiseessenisessssessssssssssssssssssnsnnes | ooeeesesssssssesnssssnns | soessesssnneens 0.0 [ | e 0.0
1.513 Privately ISSUBH. ..ottt ssesssssssssssssssnesins | eeseesesssssssessnssnnsnnens | coessesenseneens 0.0 [ e [ e 0.0
1.52 CMOs and REMICs:
1.521 Issued by FNMA and FHLMC..........ccouevimcinerneeineeeniseesssnisessssessssssssssssnsssssnennes | ooeeesssssesssssnssssnns | soessessenseens (00 ST IR 0.0
1.522 Privately issued and collateralized by MBS issued or guaranteed by
GNMA, FNMA 0F FHLMC.........otveriieiiecineeieeeiseessesiseessssssessssssesssssssssssssssssssssssssnsses | svssssssssssssssnssnnsss | consessneessnens (00 ST IR 0.0
1.523 All other privately ISSUEM...........criurieriiiireirieneinereseseesssiesese e sessess s sessesssesesnsinnne | ersessensesssesssnsennens | coessesesseneens 0.0 [ e [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)........ccccocovvecnvncnincnincns [ evevevnireineineineiiens w000 [
2.2 Unaffiliated fOreign SECUMEIES..........ovururereieieceneireirei ettt sntess s sesesessstenssssneninnies | eesessesesssssesssssnssnnens | coeeseseneeneens 0.0 [
2.3 Affiliated SECUMHIES. ......cvuieerieriic e rsssnsisssisssiessenieeneeniee | eeriesiesiesinennennens | cnerneinsin 0.0 |
3. Equity interests:
3.1 Investments in MUtUAI fUNDS..........ccoiuiiniiicc s | cvnerneinns 953,031 | .o 02 | e 770,974 | ..o 0.2
3.2 Preferred stocks:
321 AfIIALEG. .. cveoeecc sttt ssnnnnnnnens | o | e (00 SRR IR 0.0
322 UNAfIIBLEA. .....oveeerereiei sttt sssnnnnens | eeeseseesnessennnnns | oo (00 SRR IR 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AfIIALEG. ..ottt ennnnnens | e | e 0.0 [ e
3.32  UNAffilidted. ..o sessssssnisnieniensesnnsnninns | o | seensenneenend0:00 e
3.4 Other equity securities:
34T AFTIIALEG. .. cveoee sttt nnnnnnens | o | e (00 SRR IR 0.0
342 UNGfIIBLEA. .....oeeoer ettt snsnnnens | e | oo (00 SRR IR 0.0
3.5  Other equity interests including tangible personal property under lease:
351 AfIIALEG. .. cveoeeec sttt esnnnnens | e | e 0.0 [ | e 0.0
352 UNAfIIBLEA. .....oveeeercerici sttt ssst s | e | s 0.0 [ | e 0.0
4. Mortgage loans:
4.1 Construction and 1and developmeNt............ccourreirinieniineresieeseiseseeseee st sesseesesessesssssssssessssiesienss | senseseesessssesnsnnnes | sesesessenee 0.0 [
4.2 AGHCUIUIAL ..ottt ettt sttt ntessentensnnsnnnenenss | seesieeesesiestessnnennines | cessesiesennenn 0.0 [
4.3 Single family residential PrOPErIES...........c.eeerrereereerrireseineinseneieieessinsissesessssesssssssssesssssesessnssnssnsnesiese | eeensnessessnsinsseneins | onnesreneinennni000 |,
4.4 Multifamily residential PrOPEItIES..........c.ocururrirrirerireireieie ettt ssesssssssssessesssssessssnnnns | senseseesssssssesssnsinns | oesesensensenn 0.0 [
45 COMMETCIAl IOANS. .......vouieriiiniiiiiiciiesie et sntentsenieennennnnins [ evnesinesnesnnsnsinns | ereesienienes 0.0 |
5. Real estate investments:
5.1 Property 0cCUpi€d DY COMPANY.......cciuierieieireireineeneie ettt st s sssesesestesssssnssensiess | eeeeseneinees 903,727 | .o 0.2 | 903,727 | .o 0.2
5.2 Property held for production of income (includes §$.......... 0 of property acquired in satisfaction of debt)......... | oo | o 0.0 [ e [ e 0.0
5.3  Property held for sale ($......... 0 including property acquired in satisfaction of debt)..........ccccoovveiniriininine [ e | e 0.0 [ e [ e 0.0
8. PONCY I0BNS.......oeueeieiececeei ettt sttt sttt entnntnnenentenens [ eeeiesienesenenteninnns | eeresrenenninns 0.0 [ e [ e 0.0
7. ReCeIVADIES fOr SECUMHES..........vuuieuiiiiiiii st esissisninenine | erresinesnesneensiinnns | eeeesiesienes 0.0 | | v 0.0
8. Cash and short-term iNVESIMENIS...........cc.oiiiiriiir s nsnsisnnnenes [ eeeenes 331,121,667 | .coovveneen. 82.7 | 331,121,667 | ..ooovveneen. 82.7
9. Other iNVESIEA @SSELS........vrurvercererireerierieeeieeieriesese et esst s ssssesssss s sssssssnsssnsssnnsnnens | eeoseeens 64,214,852 | ..o 16.0 | .ot 64,214,852
10, Total INVESEEd @SSES. ... rveereeirriserieseri st ssnissnens | aeeened 400,329,474 | ........... 1000 |....... 400,147,418
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1.1

2.1

22

3.1

3.2

33

34

41

42

5.1

52

6.1

6.2

71

7.2

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X]

State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?

If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).

By what department or departments? Office of Financial & Insurance Services

Yes[X]  No[ ]

No[ ]  NA[ ]

Yes[X]  No[ ]

07/16/2002

09/30/2000

09/30/2000

09/11/2001

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

411 sales of new business?

412 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.21 sales of new business?

422 renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.)

If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21 State the percentage of foreign control.

7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

27

Yes[ ] No[X]

Yes[ ] No[X]

Yes[X]  No[ ]
Yes[X]  No[ ]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

.......................... 0.000 %
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10.1

10.2

10.3

10.4

141

14.2

15.1

15.2

16.1

16.2

GENERAL INTERROGATORIES (continued)

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche

600 Renniassance Center Detroit, Mi 48243-1895

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
David R. Nelson, FSA MAAA Chief Actuarial Officer

25925 Telegraph Mail code B839 Southfield, Mi 48086

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:

What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
N/A

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?

If answer to (10.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation

on the part of any of its officers, directors, trustees or responsible employees which is in or is likely to conflict with the official duties
of such person?

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

14.11 To directors or other officers

14.12 To stockholders not officers

14.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
14.21 To directors or other officers

14.22 To stockholders not officers

14.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:
15.21 Rented from others

15.22 Borrowed from others

15.23 Leased from others

15.24 Other

Disclose in the Notes to Financial the nature of each obligation.

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:
16.21 Amount paid as losses or risk adjustment
16.22 Amount paid as expenses

16.23 Other amounts paid
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Yes[ 1]

Yes[ 1]
Yes[ 1]

No[ ]

Yes[X]

Yes[X]

Yes[X]

Yes[ 1]

Yes[ 1]

No[ ]

NA[ ]

No[ ]

No[ ]

No[ ]

No[X]

No[X]
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GENERAL INTERROGATORIES (continued)

17.  List the following capital stock information for the reporting entity:

18.1

18.2

19.1

19.2

19.3

19.4

20.1

20.2

211

21.2

22.

INVESTMENT

1
Number of Shares
Authorized

2
Number of Shares
Outstanding

3
Par Value
Per Share

4
Redemption Price
If Callable

5
Is Dividend
Rate Limited?

6
Are Dividends
Cumulative?

Yes[ JoNO[ oo

Yes[ J...No[ ..

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 2-Special Deposits?

If no, give full and complete information relating thereto.
All securities are held under safe-keeping agreements with State Street Bank and Fidelity

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 2-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 15.1)

If yes, state the amount thereof at December 31 of the current year:

19.21 Loaned to others

19.22 Subject to repurchase agreements

19.23 Subject to reverse repurchase agreements
19.24 Subject to dollar repurchase agreements

19.25 Subject to reverse dollar repurchase agreements

19.26 Pledged as collateral

19.27 Placed under option agreements
19.28 Letter stock or securities restricted as to sale

19.29 Other

For each category above, if any of these assets are held by others, identify by whom held:

19.31

19.32

19.33

19.34

19.35

19.36

19.37

19.38

19.39

For categories (19.21) and (19.23) above, and for any securities that were made available for use by another person during the period covered
by this statement, attach a schedule as shown in the instructions to the annual statement.

For category (19.28) provide the following:

Yes[ ] No[X]

Yes[ ] No[X]

1
Nature of Restriction

2
Description

Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?

If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity?

If yes, state the amount thereof at December 31 of the current year:

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a

qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC
Financial Condition Examiners Handbook?

22.01 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

Yes|[

]

1
Name of Custodian(s)

2
Custodian's Address

State Street Bank

801 Pennslvania Kansas City, MO 64105

29

Yes[ ] No[X]

No[ ]  NA[ ]

Yes[X]  No[ ]
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GENERAL INTERROGATORIES (continued)
INVESTMENT

22.02 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)
22.03 Have there been any changes, including name changes, in the custodian(s) identified in 22.01 during the current year? Yes[ ] No [X]

22.04 If yes, give full and complete information relating thereto:

1 2 3 4
0ld Custodian New Custodian Date of Change Reason

22.05 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Number(s) Name Address
OTHER
23.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? B 223,693

23.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
Trade Associations, Service Organizations and Statistical or Rating Bureaus during the period covered by this statement.
1 2
Name Amount Paid
American Association of Health Plans 160,000

24.1 Amount of payments for legal expenses, if any? B 9,381

24.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.

1 2
Name Amount Paid
Jones, Day, Reavis and Pogue 6,804
25.1 Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? B 0

25.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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1.1
1.2
1.3

1.4
1.5
1.6

2.1

22

3.1

3.2
41
42

43

6.1
6.2

8.1
8.2

9.1
9.2

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.

Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:
1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?
If no, explain:

BCN participates in the Blue Care Network Stoploss and Casualty Self-Insurance Trust. Unlimited coverage with a $150,000 deductible. Expiration date of 12/31/02.

Maximum retained risk (see instructions):

4.31 Comprehensive medical
4.32  Medical only

4.33  Medicare supplement
4.34 Dental

4.35 Other limited benefit plan
4.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

State-Mandated Cash Reserve and Stoploss Self-Insurance Coverage Maintained.

Does the reporting entity set up its claim liability for provider services on a service data base?
If no, give details:

Provide the following information regarding participating providers:

7.1 Number of providers at start of reporting year

7.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

8.21 Business with the rate guarantees between 15-36 months

8.22 Business with rate guarantees over 36 months

Does the reporting entity have Bonus/withhold arrangements in its provider contracts?
If yes:

9.21 Maximum amount payable bonuses

9.22  Amount actually paid for year bonuses

9.23 Maximum amount payable withholds

9.24  Amount actually paid for year withholds

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area
Alcona County, MI.
Allegan County, MI.
Alpena County, MI.
Antrim County, MI.
Arenac County, Ml
Barry County, M.
Bay County, MI.
Benzie County, MI.
Berrien County, MI.
Branch County, MI.
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Yes[X]  No[ ]

L 63,326,385
LT 0
LT 0
L 65,309,503
B 3,775,581
B 2,977,178
............................. 4123
LT 0
LT 0
................................... 0
B 59,550,804
L 62,332,325
........................... 16,708
LT 0
LT 0
................................... 0

Yes[X]  No[ ]
Yes[ ] No[ ]
Yes[ ] No[X]

Yes[X]  No[ ]

T 11,712,690
T 5,150,320
T 13,941,379
LT 7,098,188



Statement as of December 31, 2002 of the Blue Cal’e Network Of M|Ch |gan

GENERAL INTERROGATORIES (continued)

PART 2 - HEALTH INTERROGATORIES

Calhoun County, MI.
Cass County, MI.
Charlevoix County, MI.
Cheboygan County, M.
Clare County, M.
Clinton County, MI.
Crawford County, M.
Eaton County, ML.
Emmet County, MI.
Genessee County, MI.
Gladwin County, MI.
Grand Traverse County, MI.
Gratiot County, MI.
Hillsdale County, MI.
Huron County, ML.
Ingham County, MI.
lonia County, ML.

losco County, ML.
Isabella County, MI.
Jackson County, M.
Kalamazoo County, MI.
Kalkaska County, ML.
Kent County, M.
Lapeer County, MI.
Leelanau County, MI.
Livingston County, MI.
Mackinac County, MI.
Macomb County, M.
Manistee County, ML.
Mecosta County, MI.
Mewaygo County, ML.
Midland County, MI.
Monroe County, MI.
Montcalm County, M.
Montmorency County, MI.
Muskegon County, MI.
Oakland County, MI.
Oceana County, MI.
Ogemaw County, MI.
Osceola County, MI.
Oscoda County, M.
Otsego County, MI.
Ottawa County, ML.
Presque County, M.
Roscommon County, ML.
Saginaw County, M.
Saint Joseph County, MI.
Shiawassee County, MI.
St. Clair County, MI.
Tuscola County, MI.
Van Buren County, MI.
Washtenaw County, M.
Wayne County, MI.
Wexford County, MI.
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2002 2001 2000 1999 1998
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, LiNe 23).........ccouvvenmmerermmreeeimmmrinsnniinnnes | cvnrererneed 428,285,894 |............. 450,985,865 |............. 461,901,347 |...coooeeens 428,898,029 |............. 427,525,598
2. Total liabilities (Page 3, LINE 18)........cccerrrvermrreemmeeeinnresmsmeeisseeenneeees | eeeeesneeees 341,599,712 |.covvve 376,511,592 |.ccovernneee 390,297,977 |.covvvee 336,610,480 |..coovevuneee 329,373,471
3. StAtUIOrY SUMPIUS.....eovereeeeeeerreeteeeeeeeesseeees st snsesssessssnssinns | ceveeesseennns 86,686,182 |...cccovvrnneee 74424273 ..o 71,603,370 | .oovvrrerees 92,287,548 | ..oovvvernnee 98,152,127
4. Total capital and surplus (Page 3, LiNe 26)........ccoccvcemmeeemmmmremmmerrmneeiins | cereeeeennnns 86,686,182 |...cccovvvnneee T4AT4273 | .o 71,603,370 | .oovvrrernnees 92,287,548 | ..oovvvevnnee 98,152,127
Income Statement Items (Page 4)
5. Total reVENUES (LINE 7)....urveerreeerreesreeeesseeesseeseseseessssssssssssssssssssnnse [ eeessnnees 1,285,757,719 |..cccceen. 1,356,921,878 |.......... 1,211,291,169 |.......... 1,110,682,200 |............. 985,233,173
6. Total medical and hospital eXpenses (LINE 17).......couweverrrreemmememmeeeinnnee [ ceeeeeens 1,150,225,740 |.......... 1,252,771,027 |.......... 1,145,214,086 |......... 1,034,006,230 |............. 946,512,078
7. Total administrative expenses (LINE 19).......cooevverreeemmeremmmeenmmeeeinseeins [ eeeverineeens 118,951,315 |..ccooceeee. 111,543,513 |..cccoceeee. 112,578,128 |............ 129,480,051 |.....c....... 123,052,986
8. Net underwriting gain (I0SS) (LINE 22)........cuveeerrrrermmeeemmeeesnnenssssenisinnees [ eeeeseeeeesnees 3,961,786 ..(23,000,449) | ..o (44,840,145) | .....coveenne. (52,804,080) | ...ooorveennee (84,331,891)
9. Netinvestment gain (10SS) (LINE 25).........ccccmmreermmreermmeremmeeesinmeenneeeins [ eeeeseeeeesnend 6,547,649 |....ccoooeene. 17,259,617 | oovevereees 17,826,586 |...cooooreeees 19,599,145 |..ccoocrvrreeen 25,768,634
10. Total other income (LINES 26 PIUS 27)........cvrurreririeneninriieisseineinsneinees | serveeseeseessssesnsnsinnenens | oesnesnsensessesssesnsnsinees | reeiessesssssnssssesssesnsinns | seseereesessessnssnssssssssinsins | sesessssesseessessessnssnssneens
11, Netincome or (10SS) (LiNE 30).....cvverureeemeererreeesmeressseesssmeesssseesnseens | ovseeessneeees 10,509,435 |..cceeerreees [CHZIUR: X 7) I D— (27,013,559) | ...ovrreenne. (33,204,935) | ...ovrreenne. (58,563,257)
Risk-Based Capital Analysis
12, Total adjusted CaPItal.........oovvverrreeeeeeeeeceseeeeeseeeseessseeesssenisnnens | creeeeiineeens 86,686,182 |...cccovvrnneee T4AT4273 | .o 71,603,370 | .oovvrrerees 92,287,548 | ...oovvvevnnee 98,152,127
13.  Authorized control level risk-based Capital...........cooc.eerrenmmreimsneenmnernns | veeeeeineeens 36,251,968 |...ocovvevnnee 39,642,887 |..cooovver 36,698,233 | ..ocvrrernnn 31,032,336 | .cooerrernnnee 24,904,698
Enrollment (Exhibit 2)
14. Total members at end of period (Column 5, LiN€ 7).......cccovvvrnrnmvninine | eerveereireinennnns 518,946 |..ccoivirrinns 572,422 |..ooririn 610,657 | .oovrirrrnnn 610,305 | ..covreerrirrinns 594,456
15.  Total member months (Column 6, LINE 7)........couuevermrreemmmerrmneeeimmeeriens | veeeessneeeenns 6,280,413 |[..ccoovrverens 7,020,584 |...cooovvvi 7,218,459 ..o 7215410 .o 7,122,774
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5)
16.  Premiums €arned (LINES 2 PlUS 3).....c.curveermreernnreenneeeinneeesinneeinseerns | ceveessnsesesssneenns ([0 0 I O ([0 0 I ([0 0 I ([0 0 I 100.0
17. Total medical and hospital (LINE 17).......ccovrrerrrrerrenencnrrersiniinenennine | e 891 [ 922 | 94T | e 942 | 97.2
18. Total underwriting deductions (LINE 21)..........ovrveemmeeemmeeeimmmreinnriinnnes | vvreeerneeesssseeenns 99.3 [ i 1016 | oo 1039 | o 105.8 | ceeeerrrrerreerirneeeens 1.1
19. Total underwriting gain (I0SS) (LINE 22)......c.crveemmeeermrreemmmeernneeeinmeens | eeveeeesseesssnseeenns (0T P (G4 T [ (4 T I [C:) I (8.6)
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
20. Total claims incurred for prior years (Ling 11, Col. 5).....cccommmrvrmmrremmmecrs | werrreeeenns 250,776,910 |..ccvvevnneee 243,154,180 |..ccvvrrens 177,710,038 |............ 149,297,854 |............. 138,629,565
21. Estimated liability of unpaid claims - prior year (Line 11, Col.6) ~ [..ooene. 256,989,508 | ....cccoovee. 232,764,022 |.....cccoens 191,281,539 | .ccoovnnee. 170,937,227 | .. 150,141,384
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FIVE-YEAR HISTORICAL DATA (Continued)
1 2 3

2002

2001

2000

1999

1998

Investments in Parent, Subsidiaries and Affiliates

22.

23.

24

25.

26.

27.

28.

Affiliated bonds (Sch. D Summary, Line 25, Col. 1)

Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)

Affiliated common stocks (Sch D. Summary, Line 53, Col. 2)

Affiliated short-term investments (subtotal included in Sch. DA,
Part 2, Col. 5, Line 11)

Affiliated mortgage loans on real estate

Al other affiliated

Total of above Lines 22 to 27
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SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value
Description Carrying Value (@) Actual Cost of Bonds
BONDS 1. United States.....ccovvvvvecne [ [ [ |
Governments 2. CaNAda. ... [t ||t | s
(Including all obligations guaranteed 3. Other Countries. ....ooceeeins | ieneiiniieisnisieisisienisninnes [ || e
by governments) 4. Totals. oo | i 0 e 0 e 0 o 0
5. UNited StAtES......ocvvcrries [ [ e | | s
States, Territories and Possessions 8. CaNada.......cccvvvveireiiriiin [t || s
(Direct and guaranteed) 7. Other Countries. .....oovovirins | ierriiriiniisissirnsisierisninnes [ | oo sssenssnssseees
8. TotalS. ..o | e 0 [ 0 [ 0 [ 0
Palitical Subdivisions of States, 9. United States.......cccvvvveicin [ | | e
Territories and Possessions 10, CANATA........ovricrirririiies |t | et | e
(Direct and guaranteed) 11. Other CoUNMrES. ....c.ovivviees | o [ eeirisiierisnssssissessnsnsnsnens | eressessessssssssssssessesssssssssiens | seossssssnssssssssssssesnssnssssseens
12, TotalS..coiiieiieiiininn [ ernennisnssnssninsneneenn0 o0 f 0 [ 0
Special Revenue and Special Assessment 13. United States......cccoovvecveens | eorrinrneineinneene 1,027,370 [ oo 1,027,370 | e 1,015,337 [
Obligations and all Non-guaranteed Obligations 14, CANATA......cecieirircrrieins | e [ e | et | steees sttt
of Agencies and Authorities of Governments 15. Other CoUNMrES. ....c.ovovvieres | rreiriniiniisiisiisnissnssniinns [ i | enessessesssssssenssnessesssssssssiens | seoesesssssassssssesssssssssnssssseens
and their Political Subdivisions
Public Utilities
(unaffiliated)
Industrial and Miscellaneous and
Credit Tenant Loans
(Unaffiliated)
24, Totals.....cooovioniiiciicnens
Parent, Subsidiaries and Affiliates 25. Totals....ccoovniniinicninenens
26. Total Bonds.....coouuessinnnee [ oo, 3,136,197 [ 3,136,197 [ 3,127,657 | .o 2,000,000
PREFERRED STOCKS 27. United States.....cccvvvivecins [ || e
Public Utilities 28. €anada.........cocovrverveiinnies [ [ [ s
(Unaffiliated) 29. Other Countries.......cooeoeenee feonniiniiiiiiiiis | [
30. Totals....oovwerereirrrsernninn [ e 0 [ 0 [ 0
Banks, Trust and Insurance Companies ~ [32. €anada......cccocvenrrrieiiin [ e [ e | et
(Unaffiiated) |33, Other COUNMes. .....cocoreineee [ermiminiriininiininisisiinnins | e | erseesenssesse s
.................................... 0 [ | 0
Industrial and Miscellaneous ~ [36. CANAUA.......ccoiiiicirriin i | s [ s
(Unaffiliated) | 37. Other Countries.......c.ccoceoue v S O
.................................... 0 [ | 0
Parent, Subsidiaries and Affiliates 39, TotalS....cccoiiiiiiniiniiins | || e
.................................... 0 [ | 0
COMMON STOCKS ~ [41. United States......coeccvvvrnee [ [ [ e
PublicUtilities 42, CANAAA. s [ || e
(Unaffiliated) |43, Other COUNMes. .....cocoreineee o | arninsnsisissnssssssisiens | o
.................................... 0 [ OPPRRSROOON
Banks, Trust and Insurance Companies ~ [46. €anada........cocoeovrvrinivin [ e [ e | et
(Unaffiliated) — |47. Other COUNMES. .....cocorrineee [ermimirininiiiininisisiinninns | arniinsssisisisnssssssisiens | ersremensssesse s
.................................... 0 [ | 0
.......................... 770974 | .ol 770,974 e, 953,031
Industrial and Miscellaneous ~ [50. CANAUA.......ccoiciirrriniins e | s [ e
(Unaffiiated) |51, Other COUNMes. .....cocereineee [ermirininiiniiinninisisiinninns | ernsnsssiisisisnssssssisiiens | o
.......................... 953,031
Parent, Subsidiaries and Affiliates 53, TotalS....cocciiiiiiniiiiniins e || s
.......................... 770,974 770974 |..ooiiiiienenn....953,031
.......................... 770,974 770974 |..ooiiiinenenn....953,031
56. Total Bonds and Stocks... [ ...........ccccoeee... 3,907,171 | oo 3,907,171 | oo 4,080,687
(a) The aggregate value of bonds which are valued at other than actual fair value is $.......... 0.
SCHEDULE D - VERIFICATION BETWEEN YEARS
1. Book/adjusted carrying value of bonds and stocks, prior year 13,963,320 6. Foreign exchange adjustment:
2. Cost of bonds and stocks acquired, Column 6, Part 3 . 15,325,208 6.1 Column 17, Part 1.....c.cocovevrrrrrnn
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section 1...........
3.1 Column 16, Part 1.........cocvvierrrrrrneinrinees 8,541 6.3 Column 11, Part 2, Section 2...........
3.2 Column 12, Part 2, Section 1........cccoovuvrurvrennnen. 6.4 Column 11, Part4.......ccocovvvniunnee. 0
3.3 Column 10, Part 2, Section 2..........cccocoverreneenen. (107,079) 7. Book/adjusted carrying value at end of current period............... 3,907,171
3.4 Column 10, Part 4 (73,574) (172,112) 8. Total valuation allowance............coccoeereereurneeneeneeneenns
4. Total gain (loss), Column 14, Part 4 (1,305,730) 9. Subtotal (LINES 7 PIUS 8)......cevererereeeieneeneireireieeeeeeeiseeneiees 3,907,171
5. Deduct consideration for bonds and stocks disposed of, Column 6, Part 4... 23,903,515 10. Total nonadmitted @aMOUNLS..........cccorururrereereeneereereieeeseereieenas
11. Statement value of bonds and stocks, current period................ 3,907,171
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories
2

1 Direct Business Only
3 4 5 6
Federal Employees
Guaranty Is Insurer Health
Fund Licensed? Medicare Medicaid Benefits Program
State, Etc. (Yes or No) (Yes or No) Premiums Title XVIII Title XIX Premiums

1. Alabama.........cccocoveerveeeeveiesicesecsiieiseieeend AL |t NOl [ Invalid.....

2. Alaska.......coocooveeesieeseeiieseeeeseereeeeee b AK [ hNOos s Invalid.....

3. ANiZONa......cocveceieeeeeeeeeseeeeseeeeeen A [ hlNOos s Invalid.....

4. Arkansas. AR [....NO........ | Invalid.....

5. California........cccoeveververveverieeecsicesiisiieinnee A [t NOus s Invalid.....

6. Colorado........ccoovererveeriereeeieeseriesiieeennnCO - [t NOus s Invalid.....

7. Connecticut.........ccoeverervereecsrcerresiieieieeenenCT [t NOvs e Invalid.....

8. Delaware........cccccoeoveverveveveveeecscesicseeennen DE [t NOvs s Invalid.....

9.  District of Columbia. .DC [....NO......... |.erenes Invalid.....

10. Florida.......ccccoeeeveerveveerieeeeceesceeeissceeensd FL [t NOu Invalid.....

11, GeOrgia....cocvveeeerenceneereereereenerneneneseneeesOA | NOuiis [ Invalid.....

12, Hawaii......coccoevvererereceeeereeeeeesseceeeeeeeec HU |t NOel [ Invalid.....

13, 1dah0....ccveeeeeeececeeeceeeeeeeeeeeevessiesceneeeeecl D |t NOs [ Invalid.....

14, HliNOIS......eveeveeeeeererreereereeeeeereereereeseesssisnieneadl |t NOis [ Invalid.....

15, Indiana.........cccocoevverveerereerieseeiesseeeieneedN O [ hNOu s Invalid.....

16, 1OWa...oooieceeeeeeceeeeee e A |t NOuis [ Invalid.....

17, Kansas.......cooeveeverveveerieseesessieseisneeneed K8 [t NOuiin e Invalid.....

18, Kentucky.....ccoeoeevenenenenenenenenenereeed KY ot NOu [ Invalid.....

19, Louisiana.......cccoeevereereereeseiesessiesnieeec kA [l NOuii e Invalid.....

20. Maine......ccooooerververerereeeereeeereeseeiseeeeeee e ME - [ lNOil [ Invalid.....

21, Maryland........ccocovevninenennvncneineinccsecneeec MD [ lNOs [ Invalid.....

22.  Massachusetts............ccooereerrveeecsccveceed MA - 1 NO [ Invalid.....

23, Michigan......cccooceereenrenninernnirnnrnessssseeneee MU [ tNO [ YES oo | 1,245,188,234 [ ..ocooceieieeeececcieieiceiee [ e | 46,481,677

24.  Minnesota.... MN [ WNO..s s Invalid.....

25, MiSSISSIPPI......cvveeeerrnreneereereinenernneneereneneee M8 [ iNOls [ Invalid.....

26, MISSOUTM......cceovverrrererrersreseieriesnesiereneene s MO | lNOs [ Invalid.....

27. Montana.........cccoceeveveeneereeseeeesieseisneenee T LeitlNOs [ Invalid.....

28. Nebraska........ccocooevvreevenveveerieveieseieeed NE - i thlNOu [ Invalid.....

29. Nevada............ NV [ NO e Invalid.....

30.  New Hampshire..........cocovenruneninieneneincineenns NH [oieNOis [ Invalid.....

31.  New Jersey

32.  New Mexico

33, NEW YOrKe..oiuieceeeceeee s

34. North Carolina.

35, North Dakota..........ccccevevivrieriieieieisieinas

36.  ONi0...ecicieecececee e

37, OKIahOMa........coecvieereicieeeee s

38, OrgON.....iicecereereieeeeeeteee et

39. Pennsylvania... .

40. Rhode Island..........cccocereieireeecieeeeie e,

41, South Caroling..........ccccvevererrirereirieierenien.

42, South Dakota.........ccceeveveiveiereiercieieces

43, TENNESSEE.....covvvecrereiereeeeietese et easas

44,

45,

46.

A7, VIFGINia.... e

48, Washington.........cccoeeereenreneneireireesincieene

49.  West Virginia...

50, WISCONSIN......cvieevcrerercieee e

51, WYOMING. ...t

52.  American Samoa..........ccccviueveerireireissienenas AS |....NO...... [........ Invalid.....

53, GUAM....oeeececeeee e s GU |[...NO.oooooos [ Invalid.....

54. Puerto Rico..... PR [ NO.cooven | Invalid.....

55.  U.S. Virgin Islands..........cccoovreeneeneineineneennenes VI |eeNOus | Invalid.....

56.  Canada........cccoeviveieiieeeee e CN |.NOus [

57.  Aggregate Other alien.......c.cocovvureerernrineeneen. OT | XXXeiiee e XXX.......

58. Total (Direct BUSINESS)..........ocoverrrrne. () — (I 1,245,188,234 |....ccocvviveia. {0 (V] 46,481,677

DETAILS OF WRITE-INS

5798. Summary of remaining write-ins for line 57 from overflow page........cccocovevevvinins | vrvenmnninrneinnnncneeen0 e 0 [ 0 [ 0
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 @boVe)........coovvrvnsienrinrinniniinis |0 [ {0 (O 0

Explanation of basis of allocation by states, etc., of premiums and annuity considerations.

(@) Insert the number of yes responses except for Canada and Other Alien.
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 — ORGANIZATIONAL CHART

Blue Cross
P Blue Shield
W . of Michigan
® ®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD

OF MICHIGAN
EIN 38-2069753
NAIC 54291

qq

Accident Fund Insurance
Company of America
EIN 38-3207001
NAIC 10166, Grp 572

PPOM, L.L.C.

EIN 38-3357687

Health First
(50% Ownership)
EIN 38-2683208

Blue Care Network of Michigan

EIN 38-2359234
NAIC 95610

Blue Care of Michigan, Inc.

EIN 38-2536979
NAIC 52037

Health Care Exchange Ltd.
d/b/a DenteMax
EIN 38-2612298

Flora Midwest,
L.L.C.
EIN 52-2103287

SelectCare
(32% Ownership)
EIN 38-2535306

BCN Service
Company
EIN 38-3134881

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506
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